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INFORMATIONAL MEDIA GUARANTY PROGRAM 


MONDAY, OCTOBER 7, 1957 


Untrep Srates SENATE, 
ComMMITrEE ON Foreign RELATIONS, SUBCOMMITTEE 
on Stare DepaRTMENT ORGANIZATION AND Pusiic AFrrarrs, 
Washington, D.C. 

The subcommittee met, pursuant to notice, at 10:30 a. m. in the 
committee room, United States Capitol Building, Senator Mike Mans- 
field, presiding. 

Present : Senators Mansfield and Langer. 

Also present : Senator Wiley. 

Senator Mansrieip. Please come to order. 

The hearing today before the Subcommittee on State Department 
Organization and Public Affairs of the Committee on Foreign Rela- 
tions is on the informational media guaranty program. 

The informational media guaranty program was first authorized 
under the Economic Cooperation Act of 1948 and has been continued 
under subsequent foreign aid legislation. Its primary purpose is to 
encourage the sale of American books, magazines, newspapers, motion 
pictures, and other informational media abroad by guaranteeing the 
exporter of such items that the local currency derived from sales will 
be exchanged for dollars by the United States Government if the local 
currency is not freely convertible. Local currency acquired by the 
United States under the program is available for various purposes 
agreed upon by the United States and the local government. In 1956 
the program was separated from the industrial guaranty program and 
it is now administered by the United States Information Agency. 

The purpose of the hearing today is to undertake a thorough review 
of the operations under the informational media guaranty program 
and of the method of financing these operations. Officials of the 
United States Information Agency have teen invited to testify and 
representatives of private industry have requested to be heard. 

Mr. Clive DuVal, General Counsel of the United States Informa- 
tion Agency will be the first witness, and I would suggest that he and 
Mr. Robert M. Beers, Chief of the Informational Media Guaranty 
Division of USLA be heard together. 

Mr. DuVal, will you start off? 


STATEMENT OF CLIVE L. DuVAL 2D, GENERAL COUNSEL, UNITED 
STATES INFORMATION AGENCY; AND ROBERT M. BEERS, CHIEF, 
INFORMATIONAL MEDIA GUARANTY DIVISION, USIA 


Mr. DuVat. Mr. Chairman and Senator Langer, the Agency appre- 
ciates this opportunity of appearing before the Senate committee to 
report on the informational media guaranty—or IMG—program. 


Zz 











2 INFORMATIONAL MEDIA GUARANTY PROGRAM 

Members of Congress in both Houses have been interested in the 
program since its establishment by the Economic Cooperation Act of 
1948. However, we feel that it is most desirable and useful at this 
time to render a complete accounting of IMG operations to the Con- 
gress, and to describe the backgr ound, activities and cost of the pro- 
gram. 

LEGISLATIVE BACKGROUND ON IMG 


I would like first to refer to the legislation and authorities under 
which the program has been carried out. 

As pointed out by the chairman, the informational media guaranty 
program was originally authorized by section 111 (b) (3) and (c) (2) 
of the Economic : Cooperation Act of 1948, as amended—Public Law 
472, 80th Congress. This section, which also authorized the invest- 
ment guaranty program—now administered by the International Co- 
operation Administration of the Department of State—was not pro- 
posed by the executive branch, so far as the provisions applied to the 
IMG program, but these provisions were developed during the course 
of hearings on the Economic Cooperation Act by the House Foreign 
Affairs Committee. 

The primary purpose of these provisions and of both programs was 
to encourage American private enterprise to conduct business overseas. 

In 1954, the Mutual Security Act of that year—Public Law 665, 
83d Congress—revised and restated all provisions of law relating to 
both the informational media guaranty and investment guaranty pro- 
grams, and repealed the IMG provisions of the Economic Coopera- 
tion Act of 1948. 

Section 544 of this act specifically vested the authority to make 
informational media guaranties in the Director of the United States 
Information Agency. 

The most recent changes in legislation authorizing the IMG pro- 
gram were made by the Mutual Security Act of 1956, Public Law 726, 
84th Congress. Section 11 (g) of this act provided for separation of 
the informational media guaranty program from the investment 
guaranty program conducted by ICA, and also formally established 
the revolving-fund concept for the operations of the IMG program. 


ADMINISTRATION OF IMG PROGRAM 


Administration of the IMG program has been the responsibility at 
various times of several different agencies of the Government: From 
1948 until July 1952, the IMG program was administered by the Eco- 
nomic Cooperation Administration and its successor, the Mutual Secu- 
rity Agency. On July 1, 1952, the program was transferred by Ex- 
ecutive Order 10368 to the Department of State; and subsequently , as 
of August 1, 1953, by Executive Order 10476, to the United States 
Information A gency. 


MECHANICS OF OPERATIONS 


Basically the IMG program is intended to promote the sale through 
normal commercial channels of American books, periodicals, motion 
pictures, and other informational materials, to foreign countries lack- 
ing dollar exchange. 
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Under the program an American exporter sells informational mate- 
rials to a foreign importer for foreign currency which is exchanged 
for dollars by the United States Information Agency. The Govern- 
ment, of course, becomes the owner of the foreign currency. Most of 
the foreign currencies thus received are then resold by the Govern- 
ment for dollars, which in turn become available to back the issuance 
of additional guaranty contracts. 

Senator Mansrietp. Mr. DuVal, will you repeat those last two sen- 
tences again ? 

Mr. DuVatu. Yes, sir. The Government, of course, becomes the 
owner of the foreign currency. Most of the foreign currencies thus 
received are then resold by the Government for dollars, which in turn 
become available to back the issuance of additional guaranty contracts. 

Senator Mansrietp. We guarantee the purchases by recipient or in 
recipient countries, of various informational media ? 

Mr. DuVat. Yes, sir. 

Senator Mansrrecp. And we back that guaranty with dollars? 

Mr. Du Vatu. That is right. 

Senator Mansrtetp. And in return we accept the currency of that 
country because of its lack of convertibility ? 

Mr. DuVau. That is right. The American exporter, of course, is 

paid in terms of local currency, foreign currency, for his export of 
Scaahie magazines, or whatever it is. 

Senator Mansrretp. Which he turns in to the Government? 

Mr. DuVat. Which he turns in to the Government before they are 
converted to dollars for him. 

Senator Mansrrevp. Now, that last sentence, will you read that 
again ? 

Mr. DuVat. Most of the foreign currencies thus received are then 
resold by the Government of the United States, to other United States 
agencies or departments, actually, for dollars, which in turn become 

railable to back the issuance of additional guaranty contracts. 


SALE OF LOCAL CURRENCY FOR UNITED STATES DOLLARS 


Senator Mansrtetp. Could you give the committee an illustration 
of how the American Government sells foreign currencies in return 
for American dollars again ? 

Mr. DuVat. The Philippines, I think, would be a good example. 
Our American exporters through commercial channels would export 
informational materials, schoolbooks or texts, or otherwise, to the 
Philippines, and would receive in return the local currency. The 
American exporters would then turn around and present an applica- 
tion for conversion of these currencies to the American Government 
through the Information Agency, which would convert them at the 

same rate that our exporters sold these materials in the Philippines. 

The United States Government takes the foreign currencies which 
are actually held by the Treasury. The Treasury would then see if 
there were demands by other United States agencies or departments 
for these currencies for our economic aid programs, technical assist- 
ance programs, or the operations of our Embassy over there. 

If there were such demands, and there have been in the case of the 
Philippines, those currencies would eventually be sold for dollars, and 
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the dollars would in turn be credited to the revolving fund of the IMG 
program and become available for the issuance of further guaranties. 

Senator Mansriexp. It appears to me that to date guaranty con- 
tracts in excess of $8 million have been made in the Philippines. Is 
not the peso a readily convertible type of currency ? 

Mr. DuVat. Mr. Beers? 

Mr. Beers. Mr. Chairman, in the Philippines, they do not have 
unlimited availability of dollars; and at the time this program started, 
the Philippine Government was putting restrictions on the imports 
of American books and saeledieste because of the scarcity of dollars. 

While it is true that the Philippine Government can make some 
dollars available for the import of other kinds of commodities, at the 
present time there are no dollars available in the Philippines for the 
import of American books or periodicals. 

Senator Mansrievp. All right, Mr. DuVal. 

Mr. DuVat. This sale of local currencies received, the conversion of 
them into dollars, and then the availability of the dollars to back the 
issuance of additional guaranties, is the revolving fund concept that 
I have already mentioned. 


BORROWING AUTHORITY 


The additional dollar funds required to opennts the present pro- 
gram, over and above the dollars obtained from the conversion of 
foreign currencies just mentioned, are borrowed from the Treasury 
Department against notes assumed by the Director of the United States 
Tatemation Agency, pursuant to the authority of the Mutual Security 
Act of 1956. 

Since July 18, 1956, effective date of this act, actual borrowing 
authority of the Director in connection with the informational media 
guaranty program has been limited to about $17 million, and this 
figure has been reduced today to about $15 million. 

Senator Lancer. How did you arrive at that $15 million? 

Mr. DuVau. Well, this is the amount which has not been drawn 
down from the Treasury against the notes assumed by the Director of 
the Agency, which originally totaled $28 million under the Mutual Se- 
curity Act of 1956. However, the Director was authorized to borrow 
against these notes only to the extent that funds had not been bor- 
rowed previously, and previous borrowings reduced the actual bor- 
rowing authority he ha left, to $17 million in 1956. Since that time 
about another $2 million have been borrowed. 

Senator Mansrrevp. Before you go ahead, Mr. DuVal, there is a 
question I want to ask in relation to that amount. It is my under- 
standing that by the Mutual Security Act of 1956, the program, 
financed up to then from the $200 million public debt authority pro- 
vided originally for the industrial guaranty program in 1948, was 
separated entirely from the other guaranty program, as you have 
indicated, and a separate public debt authority of $28 million was 
provided for the operations of the IMG program. 

Of this amount, approximately $5.5 million still remains available 
against which guaranty contracts can be made. How does that fit in 
with the statement you just made? 

Mr. DuVat. Mr. Beers can explain this in more detail, but actu- 
ally there is a limitation on the total amount of guaranties outstanding. 
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Each dollar ef guaranty contract outstanding must be backed, under 
the present Jaw, by an available dollar, of borrowing authority, or 
dollars in the special account. 

The figure of total borrowing authority that I mentioned, of $15 
million, ‘therefore, has to be balanced against the total amount of 
guaranty contracts outstanding, which total about $9 million plus at 
the present time. 

So if you deduct the $9.5 million that are now outstanding, from 
the $15 million, you have an available amount of guaranty authority 
left of about $5.5 million. 

Senator Ma: NSFIELD. I see. 

Well, Mr. Beers can go into that in more detail later. 

Mr. DuVatu. Yes, sir. 


GUARANTIES ISSUED BY YEAR 


From the inception of the program through fiscal year 1957, con- 
tracts of guaranty have been issued in each year in the following 
amounts: 


Fiscal year: Fiscal year—Continued 
Be atic pteedscwmeete $1, 839, 254. 00 Re teh csi Se atten ee $5, 045, 884. 74 
; EERE Sr ae eee re 1, 427, 489. 44 MOD tee dtcdetn dhiinteibe 6, 685, 701. 77 
Si a ill, 6, 605, 549. 56 Be hinkacitebacditeai aie 9, 999, 877. 33 
ROI onc nitgninatedhaacen 3, 201, 523. 87 ROT Ccisnnesccatermmneuaceis 10, 576, 963. 73 
eae a. 6, 183, 775. 61| 


I think it is important to reemphasize that the amount of guaranty 
contracts issued under this program does not in any sense represent 
the net out-of-pocket cost to the Government. This is true because, 
as previously pointed out, the foreign currency obtained by the Amer- 
ican exporter from his sale abroad of books, magazines, films, or other 
materials under such a contract becomes the property of the Govern- 
ment at the time that the exporter receives the dollar equivalent of the 
currency. 

In many cases the local currency so received may subsequently, as 
I have mentioned, be converted back to dollars at no cost to the Gov- 
ernment. 

This fact is pointed up by the following figures: 


NET COST TO GOVERN MENT 


Since the inception of the program in fiscal year 1949, the Agency 
has issued approximately $51 million of guaranty contracts which 
have resulted in the sale of some $30.5 million worth of American 
books, periodicals, films, and other materials overseas at an estimated 
net cost to the Government of but $7.2 million, the $7.2 million, of 
course, resulting from losses in exchange transactions where the rate 
at which our exporter sold his products overseas was a less favorable 
rate than the official market rate at which the Treasury could resell 
the currencies. 

Senator Mansrietp. Mr. DuVal, I would like to ask a question 
there, if I may. I note that in the list of countries in which this pro- 
gram operates, Vietnam is listed. 

Mr. DuVat. Yes, sir. 
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EXCHANGE RATES USED 


Senator MansrreLtp. When you pay dollars to any of these Ameri- 
can concerns which would come under this program in that country, 
at what rate do you accept the piasters ? 

Mr. DuVau. Well, ordinarily—I will ask Mr. Beers to elaborate on 
this—but ordinarily it would be the same rate at which the exporter 
sold his books to a foreign importer and obtained payment in piasters. 

In other words, we want to be sure that our exporter does not lose 
on his sale; otherwise, there is no inducement for him to go through 
with it. 

Senator Mansrievp. Mr. Beers, can you answer that question 
specifically ? 

Mr. Brrrs. Yes, sir. We always, in every country, Mr. Chairman, 
operate at the official rate of exchange applicable to imports. 

Senator Mansrrevp. In other words, then, we suffer another loss. 
Will you tell the committee what the official rate of exchange in 
Vietnam is, what the black-market rate of exchange is, and what 
the Hong Kong rate of exchange is? 

Mr. Brers. Mr. Chairman, the rate at which we make these con- 
versions is 35 piasters to $1, which is the official rate of exchange. 

Now, the United States Government has a special rate available 
for United States Government expenditures there, which is 72 piasters 
to $1. I do not believe there is any difference between that rate and 
the Hong Kong rate at the moment, sir. This change went in about, 
I believe, a year rand a half: ago. 

Senator Mansrieip. Then there is a very great discrepancy there. 
If you will look up the rate of exchange, you will very likely find, 
unless conditions have changed in the past several months, that the 
free-market rate of exchange at Hong Kong is somewhere around 
125 and 130 to 1. The point I am getting at is that we seem to be 
operating on the legal rate of exchange of 35 to 1. That may be 
creating a few millionaires in that partic ular country—for which I 
have great admiration and sympathy—who take advantage of this 

rate of exchange to manipul: ite dealing. So, when we appropriate 
something on the order of $20 million or $30 million, we may find in 
the final analysis that we are contributing a good deal less on a realistic 
rate of exchange. 

Would you check those figures for this committee, and call up some 
bank here, just to make certain that what I have said is correct about 
these piasters. 

Mr. Beers. I would be glad to do that, Mr. Chairman. 

(The following information was subsequently supplied :) 

The free-market rate in Hong Kong, on September 21, 1957, was 83.6 piasters 
to US$1. 

Mr. Beers. I want to point out, we of course cannot take any offi- 
cial recognition of the black-market rate of exchange. We deal only 
in official rates available to the United States Government, and these 
losses result, when they do result—and I want to emphasize this does 
not occur in every country—they result only when there is one rate 
of exchange officially applying to imports and another rate of exchange 
applying to United States Government expenditures in that country. 

Senator Mansrrievp. Of course, you may not officially recognize a 
black market when there is one, but I think you should officially recog- 
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nize the free market price in Hong Kong, because that is public infor- 
mation, and I am sure a lot of negotiations take place there. I think 
this might be a good place in the record to insert that portion of Mr. 
Clement Johnston’s report referring to this problem. 

(The excerpt referred to in Southeast Asia (Vietnam, Thailand, 
Cambodia, Laos, Burma, and Indonesia), Report on United States 
Foreign Assistance Programs, prepared at the request of the Special 
Committee To Study the Foreign Aid Program, United States Senate, 
by Clement Johnston, chairman of the board, United States Chamber 
of Commerce (pursuant to 8. Res. 285, 84th Cong., and S. Res. 35, 
85th Cong.), survey No. 7, is as follows:) 


Mistakes and misadventures in Vietnam on the part of the United States as 
well as the youthful and energetic Nationalist Government representatives have 
been numerous. The most urgent problems involved are: (1) failure to apply 
realism to United States economic aid which is now dependent upon “budget 
support”; (2) the Government’s inability to prompt a forward movement in 
industrial recovery; and (3) a muddled and dangerously deceptive monetary 
system crying for reform. 

The United States must assume her share of the blame for the fact that the 
people of Vietnam now are living by false standards under a “phony” inflated 
currency. 

Under agreement which Washington has yet to modify in the face of repeated 
recommendations, United States dollar aid is extended on a basis of $1 for 35 
piasters. The piaster, even in the semiofficial market, is worth less than half 
the official rate and is about one-third the value on the black market, or at the 
financial center of Hong Kong. The United States therefore is getting no more 
than 50 percent of the mileage we should expect on the aid dollar. 

Tied to inflation also is the system of aid—budget support, under which the 
United States ships marketable commodities to Saigon for sale at the United 
States prices, and uses the piaster proceeds to pay the Vietnam Army and meet 
other Government costs for which our assistance is pledged. 

United States and Vietnam officials on the spot recognize the deficiencies and 
dangers in the present system. Reaching agreement as to solution, and obtain- 
ing more positive high-level decisive help from Washington, constitute the current 
aspect of the problem. 


(The following comment by the International Cooperation Ad- 
ministration on the above excerpt was subsequently received :) 


OcTOBER 29, 1957. 
COMMENT ON REPORT ON UNITED STATES FOREIGN ASSISTANCE PROGRAMS 
(P. 14, pars. 3-7, by Clement Johnston) 


According to the above quotation the three most urgent problems facing the 
United States and Vietnam are as follows: 


1. “Failure to apply realism to United States economic aid * * *” 


The most important economic and political problems facing the United 
States and Vietnam Governments after Vietnam attained independence were the 
resettlement of hundreds of thousands of North Vietnamese refugees, the pacifica- 
tion of the country, the maintenance and strengthening of defense, and the re- 
construction of war devastation. Since the primary impact of programs to meet 
these problems was on the budget, budget support was the determinant factor 
in United States aid. 

The country’s major problems were successfully dealt with. Over 800,000 
refugees were transported to South Vietnam, fed and housed without serious 
incident or outbreak of disease and most of the civilian refugees have been re- 
settled and are now self-supporting. The national army was able to reestablish 
security throughout the country by mid-1956, after some months of successful 
armed action against rebellious private forces and Communist guerillas. This 
army has since been reorganized and greatly strengthened. At the same time 
the aid made it possible to maintain a flow of necessary imports, thereby 
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preventing a politically dangerous and economically damaging inflation. The 
success of the aid program in these directions is well known, and appears to be 
recognized in parts of Mr. Johnston’s report not quoted above. 


2. “The Government’s inability to prompt a forward movement in industrial 
recovery * * *” 

In the light of the problems mentioned above, industrial recovery had neces- 
sarily to follow after these other efforts. For many months, internal disorder 
and unrest precluded a strong forward movement in industrial recovery, which 
was dependent also on the establishment of a certain degree of financial stability. 
The rehabilitation and the reconstruction of basic facilities were also a necessary 
preliminary to any industrial recovery. Most of Vietnam’s few manufacturing 
enterprises were located in the south—sawmills, rice mills, pottery works, handi- 
crafts, ete.—have fully recovered. A few other small-scale enterprises, such as 
a bicycle assembly plant, have been started and the groundwork has been laid 
for some others, such as textiles and sugar. The shortage of managerial and 
technical skills and of known mineral resources of the country, however, pro- 
vide only a limited base for the development of new manufacturing enterprises. 
Nevertheless, an experienced American engineering firm is currently engaged 
in making an overall economic survey with special emphasis on identification 
of immediately feasible manufactures. In view of the inadequacy of invest- 
ment funds and as a means of stimulating business enterprises, the Government 
has also obtained the assistance of this firm in establishing an industrial de- 
velopment loan center. 

The above quotation centers on industrial recovery. Agricultural production, 
however, at least at the present stage of development, is much more important 
to the Vietnamese economy. Progress in this field has been outstanding. Pro- 
duction, as well as consumption, has increased and Vietnam is exporting rice 
this year for the first time in many years. During the past 18 months, farmers 
long displaced have been moving back on abandoned lands, foreshadowing fur- 
ther increases in production. 

Realizing the importance of sound financial policies in the creation of a 
favorable climate for business enterprise, the Government has also taken steps 
resulting in substantial financial stability through measures for credit control 
and the imposition of additional taxes. 


38. “A muddled and dangerously deceptive monetary system crying for re- 
form * * *” 


Monetary difficulties always follow in the wake of war and political upheavals. 
In Vietnam, these difficulties were aggravated by the fact that the country did 
not have its own monetary system until January 1955. It is axiomatic, too, 
that the heavy impact of defense efforts on economies like Vietnam’s con- 
flicts with too drastic belt-tightening. Vietnam has also been subjected to dis- 
ruptions in the flow of imports attributable to the Suez crisis in the fall of 1956. 
The Government, however, has gradually been coming to grips with these prob- 
lems. Measures already taken to deal with them may not be entirely effective; 
on the other hand, there is the danger that a change in the exchange rate 
unless certain preconditions are met might not bring about the anticipated 
benefits. 

The assertion that the United States is getting “no more than 50 percent of 
the mileage we should expect on the aid dollar” implies that the cost in terms 
of local currency of United States aid activities would be the same at 70 piasters 
for the dollar as at 35 piasters and that consequently we could achieve the same 
results with half the amount of dollar aid. For a number of reasons this assump- 
tion is incorrect. Dollars are required to procure equipment and services from 
foreign countries and the need for most of these imports will continue. Purely 
local costs of aid activities would rise to the extent that the cost of Vietnamese 
labor and supplies rose as a result of a devaluation and higher import prices. 
Since then, too, internal prices have declined and evidences of importers’ “wind- 
fall” profits have all but disappeared. These are far more important consid- 
erations in an appraisal of the validity of the official rate of exchange than the 
“semiofiicial,’ Hong Kong, or other free market rates referred to in the report. 
The semiofficial rate has been depreciated deliberately to make the transfer of 
profits of foreign firms and certain other invisible transfers (capital transfers 
are prohibited) possible but costly. This market is not accessible for purposes 
of financing commodity imports. The Hong Kong market rate is subject to wide 
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fluctuations and strongly influenced by speculation and flight capital. It thus 
reflects primarily the unsettled political conditions within Vietnam and the 
pressure for foreign exchange for illegal purposes. Thus, it seems clear that 
these rates are not a good indication of the value of the piaster; that they do 
not indicate what the official rate should be. 

The United States Government has taken full cognizance of Vietnam’s mone- 
tary problems. For several years United States agencies have given them care- 
ful study, particularly during the past 12 months. TheIMF has also made a 
study of the economy and discussed economic problems with the Vietnamese 
at the time of the fund’s recent annual meeting. The United States Govern- 
ment has and will continue to urge the Vietnamese to take such measures in 
the monetary field as will strengthen its financial situation and contribute to 
economic stability and growth. 

Mr. Beers. Mr. Chairman, if I may add one more point before 
you go on, I would like to say we are certainly aware of the possi- 
bilities of these dealings such as you have hinted in this program, 
and I believe when we get into the program further, I believe we 
can show you how we take steps to prevent that in this country. 

Senator Mansrretp. What we want to be sure, Mr. Beers, is that 
we get something approximating a dollar’s worth for each dollar ex- 
pended for this and all other overseas programs. I am afraid there 
are a lot of things that need a certain amount of looking into, and 
one of them is this unrealistic rate of exchange. 

You mentioned a 72 piaster rate of exchange. How does that oper- 
ate’ Seventy-two piasters to one dollar? 

Mr. Brers. That is right, sir. This is the rate at which Treasury 
releases our currency for sale, for appropriated dollars, to other 
Government agencies having expenses in Vietnam. This is the only 
rate that the United States Government recognizes in Vietnam so far 
as meeting its own local currency expenses is concerned. 

We do not have anything to do with the black-market rate at all. 

Senator Mansrietp. Do the American Embassy and officials of the 
USIA and other United States Government organizations function- 
ing in Vietnam get an exchange above the legal rate of 35 to 12 

Mr. Brrrs. They have available to them, Mr. Chairman, the offi- 
cial rate agreed to with the Vietnamese Government in meeting United 
States Government expenses in Vietnam; that is right, sir. F 

Senator Mansrrevp. In other words, they get paid at a rate of more 
than the legal rate of 35 to 1 when they exchange their currency ? 

Mr. Brers. They get this rate of 72 to 1. But they buy these 
through the Embassy, Mr. Chairman, they do not go out in the open 
market. . 

Senator Mawnsrrevp. I understand that. I imagine that the black 
market rate might be a little higher. 

But if some agreement of this kind had not been reached, then, 
those people we sent over there to represent this country would 
have suffered a two-thirds loss in salary, roughly. : 

Mr. Beers. That is right, sir. 

Senator Mansrievp. Proceed, Mr. DuVal. 


EFFECT OF UNREALISTIC EXCHANGE RATES 
Mr. DuVau. Mr. Chairman, if I could make one other point here, 


of course we do take an exchange loss on the Vietnamese transactions, 
the Government does. 
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The other side of the coin is that this permits informational] mate- 
rials and products to be made available to the Vietnamese at very 
favorable rates, and of course means, we hope, that they are used 
much more freely than they would be if they were sold at the regular 
official rate. 

If they go in there, in effect, at what is a half-price, you can see 
that books, magazines, and admissions to film shows, and so on, come 
very reasonably for the Vietnamese, and in effect. we think this is the 
offset to the loss the Government takes which you describe. 

Senator MansFiecp. Well, that may be so, but I think it would be 
far more conducive if both the Vietnamese Government and our own 
faced up realistically to the fiscal situation as it exists. I under- 
stand that if you can get an import license over there you can carry 
on business under the aid program at the official rate of 35 to 1, 
whereas the actual rate is far in excess of that. Because of that 
fiscal peculiarity we find a few, comparatively speaking, making a 
good deal of money, the American program operating at a consider- 
able loss, and the benefits which should go to the people of Vietnam— 
and this includes Cambodia and Laos, too—being dissipated to a 
degree. 

I think we will go into this particular program in more detail at 
some later time. 

Proceed, Mr. DuVal. 


VALUE OF THE IMG PROGRAM 


Mr. DuVat. I was saying that the estimated net cost to the Gov- 
ernment since its operation has amounted to about $7.2 million. 

In other words, the program in its 9 years of operation through 
June 30, 1957, has cost the taxpayer about $800,000 a year. 

As bearing on the question of whether the program was worth the 
cost, Mr. Chairman, the parent committee of this subcommittee 
stated, as you may recollect, in its report on the Mutual Security 
Act of 1956—Report No. 2273, 84th Congress—that : 

It is the opinion of the committee that the informational media guaranty 
program is one of the most important aspects of the overseas information pro- 
gram and that its effectiveness in stimulating the distribution of books and 
other informational materials has become increasingly evident. At the same 
time, the distribution is accomplished at less cost than if it were handled 
through the ordinary functions of the information program and with maximum 
reliance on private trade channels. The committee strongly approves of the 
proposed amendments to the informational media guaranty program. 

Senator Mansrrevp. Mr. DuVal, that is a correct statement of 


fact. 
ORIGINS OF THE PROGRAM 


What were the circumstances leading up to the Congress incorpo- 

‘ating this guaranty for informational media ¢ 

Mr. DuVat. Mr. Chairman, it goes back to the year 1947, when a 
group of distinguished Congressmen made a trip to Europe to look 
at the information services. The group was headed by Senator Alex- 
ander Smith and then Representative Mundt, now Senator Mundt. 

They returned and, as a result of their studies, and so on, there 
was enacted the United States Information and Education Act of 
1948 in 1948. 
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On this trip, also, they became interested, it appears from reading 
the legislative history, i in this concept of informational media guar- 
anties. During the deliberations of the Congress, and particularly 
the House Foreign Affairs Committee, on the Economic Coopers 
tion Act of 1948, in the winter and spring of 1948, this concept was 
first discussed; it was raised by the then Represent: itive Mundt. 

In the House version of that bill, as passed by the House and sent 
to conference, there was included an authorization for an informa- 
tional media guaranty program. 

The Senate bill had no such authorization provision, but in confer- 
ence they accepted the House version. 

That is the genesis of it, Senator. 

Senator Mansrievp. Is it true that at that time certain magazines 
and motion-picture concerns could sell their product in certain coun- 
tries, but at the same time the funds they would receive were not 
convertible ? 

Mr. DuVat. Yes, sir; that is as we understand it. They were 
blocked from receiving dollars, in effect. 

Senator Mansrretp. Had they not been given a guaranty of this 
kind, they would have had, from a business point of view, to stop or 
at least reduce considerably the output of their product to these coun- 
tries? 

Mr. DuVau. I think that is true, sir. 

Senator Mansrietp. At that time we felt that motion pictures ond 
publications could do a service which would be in the best interests 
of this country ? 

Mr. DuVat. That is correct, sir, in getting the American story 
told overseas 

Senator Mansrrevp. That is all. 

Mr. DuVau. The Agency believes that the IMG program has done 
an extremely valuable job in promoting the export through American 
commercial channels of American books, magazines, films, and other 
informational mediums. 

Its operations have supplemented the activities of the United States 
Information Agency by overcoming exchange barriers to the free flow 
of United States informational materials in a number of high-priority 
countries. 

In addition, it has stimulated the development in foreign countries 
of commercial markets for American books and films. 

I would now like to ask Mr. Robert Beers, Chief of the Informa- 
tional Media Guaranty Division of the United States Information 
Agency, to give you a detailed analysis of the program since its inc ep- 
tion. He will describe how and where the program operates, what it 
has accomplished, and how much it has cost. 

Senator Mansrretp. Thank you, Mr. DuVal. 

Mr. Beers, will you proceed ? 

Mr. Brers. Thank you, Mr. C hairman. 

If it is agreeable to you, Mr. Chairman, I would like to present the 
IMG story in four parts. 

First, I will describe the steps involved in extending the IMG pro- 
gram to a new country ; how an IMG country agr eement is negotiated ; 
how IMG contracts are issued to American exporters; and how the 
contracts are administered. 








12 INFORMATIONAL MEDIA GUARANTY PROGRAM 


Second, I will list the countries with which the United States has 
IMG agreements, specifying those in which the program has been 
active, and I will submit a financial accounting of IMG operations, 
by country, through June 30, 1957. 

Third, I will set forth the categories of informational materials 
that have been exported under IMG and explain how the eligibility 
of such materials for IMG export is determined. 

Finally, I will describe some of the IMG program’s accomplish- 
ments, and I will show how American industry and the United States 
Government are cooperating through IMG to expand the foreign 
markets for American informational materials. 

Senator Mansrietp. What you have just said is in addition to your 
prepared statement. 

Mr. Beers. It is preliminary. I now begin my prepared statement, 
Mr. Chairman. 

HOW AN IMG PROGRAM BEGINS 


When it appears there is a need for IMG in a new country, we 
consult with the Departments of State, Commerce, and Treasury to 
collect the facts about the dollar exchange position of the country, 
the type of import controls in force, and the reason for them. 

Usually the Embassy is consulted by the State Department for its 
advice on the political and economic aspects of initiating negotiations 
on an IMG agreement with the foreign government. 

When these and other facts are assembled, they are presented to the 
United States Information Agency’s IMG Review Board for its con- 
sideration. The IMG Review Board is composed of the heads of all 
the major elements in the Agency concerned. 

Under the chairmanship of the Deputy Director of the Agency, this 
Board decides whether, in view of all the facts, it appears advisable 
to proceed with IMG negotiations in this instance. When it is decided 
to do so, negotiations are carried out through the Department of State. 

Senator Mansrretp. Who is the Deputy Director of the Agency ? 

Mr. Berrs. Mr. Abbott Washburn, sir. 

Senator Mansrtetp. Do you work directly under him? 

Mr. Berrs. No, sir. I am in the Information Center Service of the 
Agency. 

Senator Mansrretp. Does that carry out this program? 

Mr. Brrrs. Yes, sir. We have the administrative responsibility 
within the Agency for the program. 

Senator Mansrrerp. Is there anyone between you and Mr. Wash- 
burn ? 

Mr. Beers. The Director of the Information Center Service, Mr. 
James Meader. 

Senator Mansrretp. I see. 


TERMS OF IMG COUNTRY AGREEMENTS 


Mr. Brers. IMG country agreements consist of an exchange of notes, 
usually between our Ambassador and the Foreign Minister of the 
participating country. The agreements cover three main points: 
First, they make provision for the operation of the program; second, 
they ‘provide that the foreign government will have the right to 
approve or disapprove applications for IMG contracts from American 
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exporters before such contracts are actually issued; and, third, they 
make provision for the uses which the United States Government 
may make of the local currency acquired as a result of IMG operations. 

I will go into detail on this latter point when we are discussing the 
countries which are actually participating in the program. 

After an IMG agreement has been concluded with a new country, 
we announce to the ‘publishing g and motion picture industries, through 
their trade associations and “publications, that we will accept IMG 
contract applications for that country. 


IMG CONTRACTS 


Most IMG contracts cover a selling period of 1 year, and they 
specify a dollar amount, representing the American exporter’s esti- 
mate of his sales volume in the participating country over the 1-year 
period. 

For example, a book publisher in New York oe for a $5,000 
contract for a particular country. Such a contract, when issued, 
would provide that the United ‘States Government "guaranteed to 
convert for that publisher up to $5,000 in local currency received by 
the publisher to cover his sales in that country during the 1-year con- 
tract period. 

I emphasize that an IMG contract is not a guaranty of sales; it is 
simply a guaranty of currency convertibility. Each exporter pays 
a fee of 1 percent of the dollar face amount of the contract for each 
12 months of guaranty coverage. These fees are deposited in the 
revolving fund from which all IMG transactions are financed. 

In appraising an application from an American exporter for an 
IMG contract, the agency evaluates and screens all materials the 
exporter proposes to sell salen the guaranty. The law directs that 
all materials exported under IMG must be “consistent with the na- 
tional interest of the United States.” 

Therefore, all books, periodicals, films, and other informational 
materials proposed for IMG export are reviewed to insure that they 
conform to this requirement of law. Each contract specifies what 
the exporter may sell under the guaranty. 

Should he sell any materials not eligible for guaranty coverage, 
the foreign currency which he receives in payment for these ma- 
terials is not eligible for conversion into dollars under his contract. 


OPERATIONS UNDER AN IMG CONTRACT 


After an exporter has obtained an IMG contract, he opens a bank 
account in the foreign country. As he makes sales to his foreign 
importers, he bills them in dollars, directing them to make payment 
in equivalent local currency—c omputed at the official rate of ex- 
change—for deposit to his foreign bank. 

When such payment has been made, the American exporter writes 
a draft against this local currency payment, payable to the Treasurer 
of the United States, and sends it to the IMG fiscal office, together 
with his application for dollar payment, and copies of his invoices 
covered by the payment. 


98466—57——-2 
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This application, with accompanying invoices, is carefully re- 
viewed, and if all is in conformity with the terms of the contract, the 
exporter’s draft is sent to the bank in the foreign country designated 
by Treasury to hold the IMG local currency account. 

Against this draft, the local currency is transferred from the 
American exporter’s foreign bank to Treasury’s bank, following 
which the American exporter is mailed a United States ‘Treasury 
check for the equivalent amount in United States dollars. 


CHECKS AND CROSS CHECKS 


All transactions reported under IMG contracts are subject to a 
number of checks and cross checks. First, each exporter, in making 
an application for payment, certifies that each invoice is true and 
correct in every respect; second, he certifies that it is not legally 
possible for him to get dollar payment outside the IMG program; 
and third, as he makes each application for payment, he reports 
whether he has issued any credit memorandums to any of his foreign 
customers. 

If he has done so, the amount of the credit is deducted from his 
dollar payment. 

Furthermore, at the termination of each contract, the Agency 
requires that the American exporter have his contract operations 
audited by an independent certified public accountant. When the 
contract is closed out, the exporter’s C. P. A. must file with the Agency 
a certificate attesting to the accuracy of the exporter’s report of his 
transactions under the contract. 

Finally, the United States Information Agency’s own audit staff, 
completely independent from IMG operations, conducts its own audit 
of the books of the exporters holding IMG contracts as well as an 
audit of IMG operations within the Agency. IMG contracts are also 
subject to audit by the General Accounting Office. 

Senator Mansriexp. Mr. Beers, are they audited by the GAO? 

Mr. Brrrs. Oh, yes; yes, sir. 

Senator Mansrrexp. All of them? 

Mr. Beers. Not all of them, sir. They do a sampling, as a rule. 
We have a great many contracts. 

Senator Mansrrexp. I know. 

Mr. Beers. But they pick them out at random. 

Senator Mansrievp. Just as they do with income-tax returns, I 
suppose, in the Bureau of Internal Revenue. 

Mr. Beers. Yes, sir. 

Having described in general terms 

Senator Mansrrevp. Mr. Beers, before we get further, has the GAO 
up to this time found any discrepancies ? 

Mr. Berrs. No, sir; not to my knowledge. 

Senator Mansrre.p. So far as you know, this detailed way in which 
the IMG checks has proved satisfactory so far ? y 

Mr. Beers. It has; yes, sir. 

(The following additional information was subsequently supplied :) 

Among the thousands of applications for payment under IMG contracts filed 
with the Agency, the Agency’s own system of controls and checks on all IMG 
transactions has revealed occasional discrepancies. In all such cases, full 
refunds have been made to the Agency. 
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IMG COUNTRIES 


Having described in general terms how the IMG program is ex- 
tended to a new country and how IMG contracts are issued and 
administered for that country, I should like to turn now to a discus- 
sion of the countries with which the United States has IMG agree- 
ments and discuss those in which the program has been active. 

IMG agreements are actually in force in 28 countries. However, 
the program has been activated in only 16 of them. Appendix A 
lists the countries with which the United States has IMG agreements. 
Those in which IMG has been or is active are indicated, together with 
the period of time during which active IMG operations were in 
progress. 

Appendix B tabulates, by country, all IMG contracts issued, the 
dollar payments made for local currencies, the dollars received from 
the sale of local currencies, and the value of local currencies on hand 
in the United States Treasury as of June 30, 1957. This table also 
indicates any restrictions within the IMG agreement on the use of 
these currencies by the United States. 


COST OF IMG PROGRAM 


This table shows that from the beginning of the program through 
June 30, 1957, IMG contracts totaling $51.5 million have been issued 
for 16 countries. 

Under these contracts, dollar payments totaling $30.5 million have 
been made for the purchase of local currencies. The Treasury De- 
partment has received, and credited to the IMG revolving fund, $17 
million from the sale of IMG currencies to other Government agen- 
cies, and there remained in the Treasury on last June 30 an inventory 
of IMG foreign currencies valued on that date at approximately $6.3 
million. 

Adding the dollars received from the sale of IMG foreign cur- 
rencies to the value of the currencies still remaining on deposit in 
Treasury, and subtracting this amount from the total dollar pay- 
ments made for local currencies, you will see that as of June 30, 
1957, the IMG program has sustained a net out-of-pocket loss to the 
United States Treasury of approximately $7.2 million. 

Senator Mansrietp. This the $800,000 a year loss that Mr. DuVal 
referred to? 

Mr. Beers. Yes; that Mr. DuVal referred to, Mr. Chairman. 


FINANCING OF IMG PROGRAM 


As had already been stated, up until July 1956, IMG operations 
were financed out of a $200 million borrowing authority issued by the 
Congress to apply to both the investment guaranty program oper- 
ated by ICA and the IMG program. 

Under the Mutual Security Act of 1956, Congress established a 
separate borrowing authority of $28 million out of the $200 million 
total to serve as a revolving fund for IMG operations. 

Senator Mansrievp. May I ask a question there, Mr. Beers? As 
I understand, then, the $200 million total has now been reduced to 
a separate borrowing authority of $28 million. 
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Mr. Beers. For us, that is right, sir. 

Senator Mansrrevp. And how much of that $28 million has been 
expended ? 

Mr. Brrrs. As of June 30, approximately $13 million had been 
drawn down from Treasury, Mr. Chairman. 

This, incidentally, is the figure that goes back to the beginning 
of our program, so in order to “get a picture of our complete financial 
operations, you may, for practic: al purposes, disregard the $200 mil- 
lion and deal only w ith the $28 million. 

Senator MANSFIELD. How much of that $200 million has actually 
been used ? 

Mr. Beers. Well, only $13 million, Mr. Chairman, have actually 
been drawn down out of that total amount authorized to apply to 
both programs. 

Senator Mansrretp. Yes. The $200 million was authorized in 
1947 or 1948. 

Mr. Berrs. 1948. 

Senator Mansrretp. How much of that has been used ? 

Mr. Beers. Only $13 million. 

Senator Mansrrevp. Only $13 million? 


IMG AND THE ICA INDUSTRIAL GUARANTY PROGRAM 


Mr. Beers. It is my understanding that to finance the ICA pro- 
gram, that they have not had to draw down against their borrowing 
authority at all, because they have not had any calls under their con- 
tracts. They run an entirely different type of operation from this 
IMG. 

Senator Mansrtietp. The $200 million initial authorization, then, is 
completely out of the picture now? 

Mr. Beers. So far as we are concerned; yes, sir. 

Senator Mansrretp. Not so far as anybody else is concerned ? 

Mr. Brrrs. Well, ICA, sir, still operates the industrial guaranty 
program. 

Senator Mansrretp. Well, is the $200 million inclusive? 

Mr. Beers. Inclusive of both programs. 

Mr. DuVat. Their limit is now $500 million of guaranties. 

Senator Mansrietp. Yes. But is that the same figure, raised from 
$200 million ? 

Mr. Beers. No, Mr. Chairman. In the original legislation, there 
were two figures. There was a contract issuing authority of $200 
million for both the ICA program and our program, and to back up 
that figure there was a borrowing authority of $200 million. 

Now, it is the borrowing authority only that we are speaking of. 
The contract issuing authority i is another question, so far as ICA is 
concerned; it is that amount which has been raised to $500 million. 
Because in the same legislation under which these programs were 
separated last year, ICA went to what they call a fractional reserve 
where they do not have to back up all of their contracts dollar for 
dollar. They can have a partial reserve to apply against the con- 
tracts they have issued. 

Senator Mansrrevp. To get the record straight, you are operating 
on the basis of that $28 million fund ? 
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Mr. Beers. Yes, sir. 

Senator Mansrietp. And have been for the past two years? 

Mr. Beers. Since July, 1956. But for practical purposes, Mr. 
Chairman, you can deal with this $28 million for a complete account- 
ing of our program since the beginning, because all transactions have 
been financed within that. 

Senator MansFrexp. I see. 

Mr. Breer. At the time this transfer was made, the United States 
Information Agency assumed from the International Cooperation Ad- 
ministration the li: ability for any funds borrowed from Treasury to 
finance IMG operations in previous years so that an accounting of the 
status of the $28 million fund includes all IMG transactions since the 
beginning of the program. 


STATUS OF IMG FUNDS 


Appendix C summarizes the status of the IMG fund as of June 30, 
1957. Out of the $28 million total authorization, approximately $13.0 
million have already been drawn down from Treasury. 

On June 30, there was approximately $9.6 million in IMG contracts 
outstanding. Deducting the sum of these two figures from the $28 
million authorization leaves approximately $5.4 million available for 
the issuance of new contracts. 

Since IMG is financed out of a revolving fund, the proceeds from 
Treasury’s sale of foreign currencies acquired under the program are 
available to apply against the issuance of new guaranty contracts. 

Likewise, the fees paid by American exporters for contract coverage 
are deposited in the revolving fund to be used for the purchase of 
foreign currencies. 

Up through June 30, 1957, $30.5 million was paid out for the po 
chase of foreign currencies while only $23 million out of the $28 
million authorization actually was borrowed from the Treasury. 
The difference, $17.5 million, was composed of approximately $16.9 
million received from the sale of IMG foreign currencies by the Treas- 
ury and approximately $600,000 in fees collected from American 
exporters iiiding IMG contracts. 

Senator Mansrtexp. I assume that when the Treasury disburses 
these IMG foreign currencies to other agencies of the Government, 
they do so on the basis of the legal rate of exchange. 

Mr. Berrs. Applicable to United States Government transactions 
in the country, yes, sir. 

Senator MansF1eLp. Do they disburse these currencies to other than 
Government agencies ? 

Mr. Brers. Not to my knowledge, Mr. Chairman. 


USE OF IMG FOREIGN CURRENCIES 


Certain IMG country agreements provide that the local currency 
acquired by the United States Treasury may only be used for certain 

specified purposes. In such countries, before IMG began operation, 
t e United States Government was buying, with dollars local cur- 
rency to meet its local operating expenses in these countries. 

These purchases represented an important source of dollar income 
to these foreign governments. If these governments, in the face of 
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this situation, were to agree that the United States Government could 
make unrestricted use of the local currency acquired through IMG, 
Embassy purchases of local currency from the foreign government 
with dollars would cease, since the equivalent amount in 1 local currency 
could then be acquired through purchase from the Treasury Depart- 
ment. 

For this reason, these countries have indicated that they would be 
willing to accept the IMG program only on the understanding that 
the uses which the United States Government would make of their 
local currency would not impair their dollar income. 

In a number of such cases, uses are found for these currencies which 
conform to the terms of the agreement. 


TYPE OF MATERIAL ELIGIBLE FOR IMG CONTRACTS 


Since the beginning of the IMG program, some 2,100 IMG contracts 
have been issued. Of the $30.5 million in foreign cur rency purchased, 
approximately 60 percent was for books, of which more than half 
were scientific, technical, and educational, 20 percent for periodicals, 
15 percent for motion pictures, and 5 percent for newspapers, maps, 
globes, and other miscellaneous materials. 

Only materials consistent with the national interest of the United 
States are approved for guaranty coverage. The following five cate- 
gories of materials are deemed inconsistent with United States in- 
terests and under the terms of all IMG contracts are excluded from 
such coverage : 

(a) Materials advocating or supporting an unlawful purpose. 

(6) Materials prepared or distributed in order to convey, dissemi- 
nate, or reinforce Communist propaganda. 

(c) Materials of a salacious or pornographic intent, although the 
inclusion of questionable language, episodes, or scenes in a work of 
a bona fide literary or artistic intent shall not autom: itically be con- 
strued to bring it within this category. 

(d) Materials devoted to the sensational exploitation as opposed 
to the factual reporting of crime, vice, or similar conditions. 

(e) Any other materials of so cheap, shoddy, or sensational char- 
acter as to bring discredit upon the United States in the eyes of other 
nations. 

MOTION PICTURES 


Senator Mansrietp. Now, Mr. Beers, do you use this criteria in the 
motion picture field ? 

Mr. Brrrs. Yes, sir. 

Senator Mansrteip. To determine the type of film material we 
send overseas ? 

Mr. Brrrs. Yes, sir. 

Senator Mansrie.tp. How do these class B, C, and D films get over 
there, to create the impressions they do in certain countries ? 

Mr. Beers. Mr. Chairman, I do not know that there have been 
many of those pictures exported under the IMG program. We have, 
and I touch on it here a little later in the statement, the procedure 
under which these films are reviewed for inclusion under IMG export. 

Furthermore, the companies with whom we have these contracts 
agree that during the life of the contract they will not sell, even if 
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they were inclined to do so, outside the guaranty program for local 
currency payment, any picture which was not approved by the United 
States Information Agency. 

Senator Mansrrevp. Then I take it that films which are not too 
complimentary to the United States are peddled by independents of 
one kind of another, outside the IMG program. 

Mr. Berrs. No, sir. Of course, we only operate the IMG program 
on films, Mr. Chairman, in three countries at the moment. This may 
account for some of the examples you have in mind. I do not believe 
in the countries where this program is operating that there have been 
any pictures sold which have not been approved by the United States 
Information Agency. 

Senator Mansrie_p. What are those three countries ? 

Mr. Beers. They are Yugoslavia, Turkey, and Vietnam. 

Senator Mansrrevp. All right. 

Mr. Beers. Only informational materials of American origin are 
eligible for export under the guaranty. Within this overall ‘limita- 
tion, all scientific and technical publications are given blanket ap- 
proval. Fiction and popular nonfiction publications are reviewed 
title by title to insure that they conform to the criteria of eligibility. 

Each commercial motion picture proposed for sale under IMG is 
reviewed by the Agency’s Motion Picture Service and either approved 
or disapproved for IMG coverage. 

The publishing and motion picture industries have cooperated 
wholeheartedly with the Agency in restricting their IMG exports to 
those materials approved by the Agency, and over the years a fine 
working relationship based upon mutu: al understanding of all prob- 
lems involved has developed in this regard. 

The effectiveness of the IMG program cannot be measured in terms 
of any one book or any one film sold abroad. Rather, it is the fact 
that the foreign importer can buy, stock, distribute, and display in 
bookstores and on newsstands the full range of American publishing, 
both books and periodicals, minus only that small percentage which 
is deemed inconsistent with United States interests abroad. 

Similarly, American pictures find their way into foreign cinemas 
which, without IMG, would be screening films from countries other 
than the United States. 


BRITISH VIEW OF IMG PROGRAM 


An objective and quite comprehensive appraisal of the effectiveness 
of the IMG program with respect to American book exports can be 
found in a debate in the British House of Commons on May 17, 1957, as 
officially reported in Hansard, beginning on page 826 of volume 570, 
No. 111. 

One of the Members of Parliament, a Mr. Montgomery Hyde, went 
at length into the impact of the IMG program in certain countries 
where British publishers for some time had enjoyed a dominant posi- 
tion in the local market. Quoting from Mr. Hyde’s remarks, he says: 

Books (also) lead the way for other exports. The schoolboy who has learned 
his mathematics from a British textbook will be inclined, as an engineering 
student, to turn to British technical books. Where those are the accepted 
guides, the equipment and machinery ordered in those countries is likely also 
to be British. 
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He goes on to say that— 


These IMG programs have now been set up in most of the rapidly developing 
countries where books are desperately needed for education, and where cash 
also is short, countries such as Pakistan, Burma, Indonesia, Israel, Turkey, and 
also some of the South American countries, such as Chile. The latest addition 
to the list is Spain, where the allocation for the first year of the IMG plan 
there is 24,400,000 pesetas, which is over one-third of the total value of book 
imports into Spain for the year before the IMG program there was introduced. 


Mr. Hyde, in arguing for the establishment of a British equivalent 
of IMG, points out, and I quote: 


Of course, the United States Government are not the only government that 
consider it politic to give special support to the export of books. The Soviet 
state-controlled publishing organization is sending vast quantities of books 
printed in the appropriate languages, at nominal prices and with all freight 
paid, into India, Burma, West Africa, and also into many European countries. 
The agents of British publishers abroad frequently report, also, that German 
exporters are receiving assistance from their Government, and further investiga- 
tion would probably reveal the existence of German schemes similar to the IMG 
scheme. 

The Soviet Russian Government subsidize not only the means of distribu- 
tion, but also the prices of exported books and this lead is now being followed 
by the United States Government, who are financing the production by com- 
mercial firms, both American and foreign, of very cheap paper-backed editions 
of those books which may be valuable as propaganda of what might be called 
the American way of life. British publishers are, however, at present con- 
fident that they can compete in price if the currency bars to their trade can be 
removed or at least alleviated. They ask only that Her Majesty’s Government 
should consider whether it would not be possible to introduce some counter- 
measure to the IMG program. 

As can be seen from the turnover figures which I have quoted, the amount 
of sterling that, at the most, would be involved is, by general standards, ex- 
tremely small. This smaller assistance given to our book exports would benefit 
not only the national interest as a whole, but the particular interest of all other 
export traders. The action of the United States and Russian Governments, in 
particular, in powerfully assisting book exports, lends color to this belief. 

Among other governments, the French have recentiy subsidized book exports 
to the value of 600 million francs, which affords further evidence that govern- 
ments other than our own regard the export of reading matter as being in the 
national interest and not merely in the more narrowly defined context of the 
commercial interests of their nationals. 

If (as I am sure they will agree), a nation’s literature is the permanent 
embodiment of the experience of its greatest men and women, can there be any 
more desirable thing for any nation to offer to the world? A relatively small 
outlay to enable these books to be accepted in those countries which at present 
experience difficulties in buying English books will, I am convinced, reap hand- 
some dividends in trade with and good will toward the United Kingdom. 


COMPARISON WITH SOVIET PROGRAM 


Senator Mansrietp. Now, Mr. Beers, how do we stand vis-a-vis the 
Soviet Union in the dispensation of informational media ? 

Mr. Beers. I do not believe we have any reliable estimates, at least 
I do not have, Mr. Chairman, of the amount the Soviets spend in this 
regard. I can say in several countries where our program has begun 
operations, I do not think you will find any Soviet books to speak of, 
on sale there. 

Senator Mansrretp. Does not the Soviet Union dispense books in 
some instances on a free basis to certain countries, and in other in- 
stances on a cost basis? 

Mr. Beers. I can speak to that, Mr. Chairman, on the basis of what 
I have seen. I also would of course like to say, and I know it is well- 
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known to all of us, but American publishing is a private enterprise, 
and Soviet publishing is state-owned, and the Soviets in the books 
they publish and put out for sale, recognize that a book must have a 
price on it to really have any value as a medium through which they 
want to put across ideas 

They price their healed in terms of the local purchasing power of 
the individual. Their books will range in price from one country to 
another, but always you will find the books they want distributed are 
well within the financial reach of the people they want to buy them. 

Of course, we have an entirely different situation in this country, 
in the sense that the American publisher has a retail price for his 
books. That is all he gets back under the IMG program. If he sells 
a book for a dollar, he gets a dollar back. 

Senator Mansrietp. Do the paperbacks furnish a form of competi- 
tion for the low-cost Soviet books / 

Mr. Brers. Indeed they do, sir. 

Senator Mansriexp. Is the paperback program going along very 
well? 

Mr. Beers. Yes, sir. As a matter of fact, Mr. Chairman, the pre- 
dominant portion of our book export business under IMG is ‘scientific 
and technical books, medical, engineering, and so forth, and then a 
very high percentage of the remainder would be in paperbacks, be- 
cause quite obviously there is very little sale abroad for a hard-cover 
American fiction or popular nonfiction. 

Senator Wirry. Are these books in the language of the country 
where they go? 


TRANSLATING OF BOOKS 


Mr. Beers. No, sir; Senator. In some countries there have been 
translation projects carried out under the IMG program, but essen- 
tially this program applies to the sale abroad of books published in 
this country 

Senator Wier. Do the Russians publish them in the language of 
the country ? hak 

Mr. Beers. Indeed, they do. 

Senator Witey. That is what Iam getting at. But wedonot. We 
miss the boat in that respect. 

Mr. Beers. Senator, of course we are dealing with the economics 
of publishing in this country. I suppose if an American publisher 
felt he could make a good bit of money out of a foreign edition of a 
popular fiction title, why, he would be inclined to publish one and 
sell it under IMG. 

But the Soviets start with a state program, and they say, “we will 
publish this book in Indonesian,” and they have no regard at all to 
what they get for it in the sale of it, whether they make a profit. 

The two Teally are not comparable. 

Mr. DuVau. Of course, the Information Agency, Senator, under 
its own programs, conducts quite a broad program of translating and 
distributing books abroad. But the IMG concept just does not hap- 
pen gener: ally to result in the sale overseas of foreign language ver- 
sions of books. 
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Senator Mansrievp. But, for example, the Reader’s Digest is under 
this program. 

Mr. Brerrs. Yes, sir. 

Senator Mansrievp. It does publish its editions in various parts of 
the world in various languages. 

_ Mr. Beers. Yes, Senator. There are other examples I could get 
into. 

Senator Mansriep. I suppose in Latin America it puts out its edi- 
tions in Spanish, and there are other examples—not too many, but 
some. 

Mr. Brrrs. Well, in the book field, there have been educational proj- 
ects, textbook projects, notably in Pakistan and, of course, under the 
IMG we also sell copyrights. In other words, if an American pub- 
lisher finds a publisher in an IMG country who wants to publish these 
books, he will sell him a copyright under IMG, and then the foreign 
publisher will translate and sell it there. 

Senator Mansrtetp. You mentioned Pakistan. I suppose in that 
country, English is pretty well understood. 

Mr. Beers. Yes, sir. 

Senator Mansrrevp. And there is not much need, except when you 
go back into the hill areas, to have information in the language of 
that particular locality. 

Mr. Beers. Well, there have been some textbook projects financed 
in part, at least, under the IMG program, which essentially resulted 
in American textbooks being translated into Bengali and Urdu and 
actually printed in this country and then sold to the Pakistanis, as I 
say, in part under IMG. This practice started before we got operat- 
ing in Pakistan. 

Senator Mansrretp. Would it be a fair statement to say, in the field 
of translations as well as in the field of their personnel having know]l- 
edge of the languages of the country to which they are assigned, that 
the Soviet Union is ahead of us? 

Mr. Beers. That would be my personal impression, Mr. Chairman, 
yes, sir. 

Senator Mansrtetp. So, it is not only in the scientific field where 
they are outstripping us through the ICBM and earth satellite, but 
it is also in their propaganda and the proper language training of 
their personnel and the sending out of these books under state con- 
trol. Of course, it is understandable. They have no Congress to con- 
tend with, no elections to contend with, and no funds to worry about, 
because once they start a project it can go as far as they want to. 

Mr. Beers. I would say that was a fair statement. [ Laughter. ] 

Senator MansrreLp. Proceed, Mr. Beers. 


INDUSTRY'S OWN EFFORTS 


Mr. Beers. IMG, then, is the mechanism which permits the Ameri- 
can informational industries access to important foreign markets— 
important not only commercially but equally important ideologi- 
cally—by overcoming the principal barrier which is beyond their 
capacity to overcome on their own—the shortage of dollar exchange. 

Neither the motion-picture industry nor the publishing industry is 
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looking to the Government to solve all of its export problems. In 
this regard, the efforts put forth all over the world by the Motion Pic- 
ture Association of America on behalf of its member companies are 
well known. 

Also, in recent years, especially since the end of World War II, the 
American publishing industries have invested substantial amounts of 
money in establishing foreign subsidiary publishing enterprises and 
in training local distributors in American merchandising methods. 

The National Book Committee is sponsoring conferences which 
bring together educators, librarians, publishers, Government officials, 
and others who are interested in and concerned with expanding the 
distribution of American books abroad, to seek answers to the prob- 
lems which exists in this area. 

In all of these discussions it is assumed that, as a general prepe- 
sition, it is in our national interest to have American books and mage 
zines on sale in the bookstalls and American films being screened in 
the theaters throughout the world. 

The industry viewpoint, as expressed by its spokesmen, toward the 
appropriate role of the Government in working toward this objective 
is that, if the Government can build bridges over the fundamental 
obstacles such as the foreign-exchange problem, industry will travel 
down the export highway on its own. 

Essenti: lly, IMG deals only with the problem of foreign exchange. 
The measure of its success in meeting this problem is its record ‘of 
achievement. 

(Appendixes A, B, and C are as follows :) 


ApPENpDIx A.—Country agreements in force and dates when IMG was in active 
operation as of June 30, 1957 


Country Program operative 
Beers 26S... Se atadin a punta plateau September 1948 to date. 
Belgium____- ec emuiada ncceisihsiiusiacasakde acta ato Not activated. 
ie eS eee Do. 

ii a a Eee ere We a ie: AE aaa Do. 

eee _.. May 1955 to date. 
PIN aii ssasdotaneriestn tao inten aslieranimomece ae Not activated. 

BE iii: css is = csc snaaciabcebgiiipiateiaiacieiesebiere Do. 

TE sa scw stv vere enta-en Wiese snpmvn ibs ainsi oc 
aa ec dstcat isnt ted hs cn Sc ccgm RisoeNicsta otal September 1948 to December 1955. 
ee ai eee Not activated. 
a a aaa Do. 
Indonesia_____..____.._._.____________.__. January 1956 to date. 
a a a a eS . June 1952 to date. 

a eh ae ala ee aise August 1949 to December 1951. 
a I ee Not activated. 
EO ie cicikseccscbsdbtonnenmies wastes tidesteeal cnece Do. 
Netheriends............ Sash teed acca _._.. April 1949 to June 1954, 
Norway... 126 ncncccnccnncicenace GOCUODEr Lane 00 Gare 
NN i a La ha ea November 1954 to date. 
PRIOR cee cnce td a ee March 1955 to date. 

IS 3iscscbis cnbibditiesdsng axenents chek achiounae aromas Not activated. 

NNR dl ok me ckibekne naa see January 1957 to date. 
re S28 od ee Not activated. 

ae _.... February 1953 to date. 
ON a i August 1955 to date. 
United Kingdom_._---. aistaresmidmemivnnwee, OG CERT Eee 
Iles Sic aes Site le dissents April 1956 to date. 

TT ONIONER 6 eines salicaria ea June 1952 to date. 


2Contracts entered into June 1953 but later amended to become effective March 1955. 
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APPENDIX B.—Informational media guaranty program—Summary of operations, 
by country, through June 80, 1957 




















| Estimated 
Dollar | Dollars | | dollar 
Guaranty | payments | received | | value of 
Country contracts for local from local Restrictions on the use of IMG aec- | remaining 
issued currency currency | quired currency currencies 
purchased | sales | | held by 
U. 8. Treas- 
| ury 
} 
Austria........ $591, 009 $344, 799 $305, 168 | None (except for expense of U nited | 
| _ States Soapeten forces). 
SR iadcrnaen 1, 093, 810 677, 622 A  2e eee ijttinidacinds ee 
France...----- Sues) | aenee a)! eee bj 1 .. 2. c eos. ce ne "| 2) 474 
Germany...-_- 11, 518,052 | 7,068,728 | 7,057,036 |._.-. do 0 
Indonesia-....-- 892, 500 | 161, 192 | 0 | Will be used for educational, sc ientific, | 163, 326 
| | and cultural activities for mutual | 
| | benefit of Indonesia and United 
| | States. | 
I insincere 13, 727, 654 | 9, 879, 493 | 256, 537 | May be used for scientific, educational, 4, 880, 993 
and cultural activities and such 
| other purposes agreed upon by the 
j 2 Governments. | 
i ireceseas 83, 295 9, 306 | SOUR 7 CPO ib oth es naka tal 0 
Netherlands...| 2,866,558 | 1,838,718 | 1,833,889 |_____ ee een sokasate 0 
Norway...._-- 586, 443 314,757 | "311, 080 oat 732 
Pakistan. ...-- 1, 053, 399 511, 802 0 | Will be used for scientific, educational, 507, 466 
and cultural activities in consulta- 
| tion with Government of Pakistan 
| and other purposes as agreed by the 
| 2 Governments. 
Philippines....| 8, 106,453 | 4, 257,184 | 4,041, 868 | Free use of $2,800,000 nanan, alent pesos 222, 690 
annually. Excess of this amount 
| for educational, cultural, informa- | 
| tional activities proposed by 2 gov- | 
| ernments. 
Ss 638, 640 | 24, 073 | EE 2 Sate. Cl ndstotasesabencudetibewbaen 2, 813 
Taiwan._......| 1,091, 743 | 598, 753 | I beeen tcae 6, 403 
Turkey........| 2,898,848 | 989,762 | 227,606 |__._- Me eee ee 5 ke se 21, 379 
Vietnam.....-. 697, 459 | 55, 877 | 11, 372 |..... i iibisss ibn dasshsnpeuevon ae 15, 104 
Yugoslavia...) 4,868,529 | 3, 405, 210 | ST hina ibibiinacsshacasckseusbandeneninnhire 264, 535 
Total....| 51, 566,017 | 30, 562, 282 | 


16, 999, 477 6, 313, 785 


APPENDIX C.—Informational media guaranty status of obligational authority 
as of June 30, 1957 


Dace amouits of notes aswumer.............2..........-.-.... $28, 000, 000. 00 
Less: 

Amount borrowed on notes____-___________ $12, 987, 389. 33 

Contingent liability on outstanding con- 


I cca Ia ae 9, 617, 866. 91 
—_—_—_——————._ 22, 605, 256. 24 





5, 394, 743. 76 
Add: Balance of cash on deposit with Treasury Department____-_ 77, 183. 65 


Bi kc Lc abanaomamates 5, 471, 927. 41 


Senator Mansrrevp. Thank you very much, Mr. Beers. It is an 
excellent statement. 

Senator Wiley ? 

Senator Wirry. I am not a member of this subcommittee but, Mr. 
Chairman, I feel privileged to have been asked to sit in and get the 
benefit of this wisdom that has been pouring out to us here. 

I see the next gentleman on the list is a man who has a lot of 
wisdom to give, too, so let us hear him. 

Senator Mansrrevp. I would like to ask a few questions first, if I 
may. 
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Mr. DuVal and Mr. Beers, I suppose you gentlemen were the wit- 
nesses before the Appropriations Committee when this subject 
achieved a certain amount of prominence. 

Mr. DuVat. Mr. Beers was. 

Senator Mansrietp. Mr. Beers, what were the objections raised by 
the members of the Appropriations Committee to this program? 

Mr. Beers. Mr. Chairman, I do not know that there were any ob- 
jections raised. 

Senator Mansrretp. Well, the questions raised. 


ACCUMULATION OF ISRAELI CURRENCY 


Mr. Beers. Let me make certain we all understand what the Ap- 
propriations Committee was actingon. They were acting on a request 
of the Department of State for an appropriation of $3.5 million to buy 
our Israeli currency which had accumulated under this program to 
carry out certain cultural and educational projects in Israel, which 
the State Department had developed. 

Our only role in this, Mr. Chairman, was the fact that we had gen- 
erated these currencies. We had nothing to do with the proposal of 
the projects or the appr opriation requests. 

The Appropriations Committee had some questions relating to the 
IMG program’s operation in Israel, as to how these currencies came 
to be accumulated there and what was proposed; the question they 
addressed to the State Department gentlemen was the terms of the 
proposals to use these currencies. 

I believe, Mr. Chairman, that constituted the main gist of the Appro- 
priations Committee’s questions in this regard. 

Senator Mansrretp. Why was it necessary to send a special repre- 
sentative to Israel to study ways of using the United States-owned 
Israeli pounds ? 

Mr. Beers. Well, it was the State Department’s decision, Mr. Chair- 
man, to send the special representative—a Mr. Bernard Katzen is the 
gentleman referred to—to Israel. He went as a special consultant to 
the Secretary of State. 

The fact was that we had accumulated a rather sizable amount of 
Israeli currency, and the question was, within the terms of the IMG 
agreement with Israel, how could this currency be expended there? 
And the State Department took this problem on 

Senator Witey. How much currency had been accumulated ? 

Mr. Brers. We had accumulated as of last June 30 about. 814 million 
Israeli pounds. 

Senator Mansrretp. Will you translate that into dollars, roughly ? 

Mr. Beers. I had better give you the statement of our Israeli pounds 
account. 

Senator Witry. Did you say British pounds? 

Mr. Brrrs. No, sir; Israeli pounds. 

In Israel we had paid $9,800,000 for Israeli currency. We sold 
$256,537 worth of this currency, which represented a loss of almost 
$400,000. And we had on hand currency in the amount of $4,800,000 
as of last June 30. 

Now, it was this latter amount the State Department was concerned 
with—how to use it within the terms of the IMG agreement with 
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Israel. And they decided, Mr. Chairman, to appoint this Mr. Katzen 
to go over there and look into the problem. 
enator Mansrrexp. Is he still looking into it? 

Mr. Beers. No,sir. I believe the matter is now closed. The appro- 
priation was enacted by the Congress in the supplemental appropria- 
tion of 1958. 

Senator Mansrietp. No; I do not think it is closed. It was almost 
closed out when Senator Russell offered his amendment, and the only 
reason he withdrew his amendment was the promise that a hearing 
would be conducted by this committee to get it straightened out. 

So if Mr. Katzen thinks the matter is closed, I would advise you to 
advise the State Department that this is not so. 

Are you currently making studies of guaranties for Israel ? 

Mr. Beers. Yes, sir, we are, Mr. Chairm: un. Actually, the Israeli 
program has been in suspense for the past month or two. It is under- 
going a review within our agency and in the State Department. 


SUCCESS OF ISRAELI PROGRAM 


Senator Mansrretp. Among the companies with which contracts 
for sales in Israel were made are the American Jewish Committee, the 
American Mitchell Fashions Publishers, Inc., Decca Records, Inc., 
and the Pietro Diero Accordian Headquarters. 

These are cited at random in order to raise the question of the 
administration of the criterion in the national interest of the United 
States in deciding what guaranties to make. 

Would you discuss this aspect of administration, Mr. Beers? 

Mr. Brers. Gladly, Mr. Chairman. 

Under this legislation, any American company that publishes in- 
formational materials not deemed inconsistent with United States 
interests is eligible for guaranty coverage. 

Now, this is to say that if the mater ‘als are recordings or music or 
publications, the same criteria apply to those types of materials as 
would apply clear across the board. 

The companies which you mentioned are legally eligible for guar- 
anty coverage. They were American companies. They were in the 
business of selling informational material. They had an opportunity 
to make these sales in Israel, and at the time those contracts were 
issued, Mr. Chairman, we were running the Israeli program as we 
have run all other programs, pretty much on a supply-demand basis. 

I am frank to say that the size of the Israel program surprised 
everyone. When it started, I believe the estimate was that perhaps 
up to $500,000 a year worth of American books might be absorbed in 
that country. 

The results have ben fantastic, and we are satisfied that every dol- 
lar which has been paid out under this program has gone for the 
export of informational material, and they are just all over Israel. 


ADDITIONAL INFORMATION REQUESTED 


Senator Mansrtetip. Mr. Beers and Mr. DuVal, I do not think I 
will ask any more questions at this time, but I will give you a list of 
questions which the committee would like answered in detail. I wish 
also on behalf of the committee that you would get in touch with the 
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State Department and tell them that this hearing is at the behest of 
of the Appropriations Committee, and that we would like to have the 
results of Mr. Katzen’s findings, if any, and any other information 
which might be pertinent to the subject at hand. 

The Appropriations Committee will be very much interested in the 
findings of these hearings, and we would like to give them as much 
information as we can, and make whatever recommendation we can 
on as knowledgeable a basis as possible. 

Mr. Beers. "You would like, Mr. Chairman, for the State Depart- 
ment to make a report to this committee along that line ¢ 

Senator Mansrietp. Yes. 

Mr. Beers. Very well, sir. 

Senator Witry. May I ask the chairman, just what information he 
is seeking ? 

Senator Mansrietp. As Mr. Beers brought out, Senator Wiley, the 
question centered about the extremely large amount under this pro- 
gram which was generated in Israel, and the Appropriations Commit- 
tee, as 1 understand it, was assured that the State Department was 
looking into this matter. Because of that fact, the amendment offered 
by Mr. Russell was dropped. 

I think that in order to satisfy the Appropriations Committee as 
well as this committee, we ought to find out what has happened to 
Mr. Katzen’s recommendations and what is being contemplated by the 
State Department to take care of this situation. 

Mr. Brers. Mr. Chairman, if I may, I think I ought to clarify for 
the record what Mr. Katzen’s mission was. 

He was instructed, as I understand it, by the State Department to 
go over there and make recommendations on the use of these Israeli 
currencies. I do not know that his terms of reference included any 
research over and beyond that. 

We will accept the responsibility for the size of the IMG program. 
The State Department accepts the responsibility for the proposal of 
the projects that they have submitted to the Congress for the use of 
these currencies. And that was Mr. Katzen’s responsibility. 

Senator Mansrietp. The idea was to find out what could be done 
with this money which had added up considerably beyond expecta- 
tions over'the years. 

Mr. Brrrs. Yes, sir. 

Senator Mansrietp. And which came as a sudden shock, so to speak, 
to certain members of the Appropriations Committee, anyway. 

Mr. Beers. Yes, sir. 

Senator Mansrretp. If those questions can be answered in full 
cdletail, the committee would appreciate it. 

Mr. Beers. Yes, sir. 

Senator Mansrrievp. Thank you, gentlemen. 

Senator Wixry. In your statement, I notice that you mention the 
fact that there were limitations made ‘by a number of these countries, 
utilizing that currency. Was that true in this instance? 

Mr. Brerers. Yes, it was, Mr. Chairman. 

Senator Witry. That is why you are up against a stone wall? 

Mr. Brrers. Well, Senator, we have made use of some of the cur- 
rencies within the existing appropriation framework. For example, 
there is a Fulbright program operating in Israel which is financed on 
the Israel pound ‘side out of our account. 
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Also, the administrative expenses of USIS in Israel are met out of 
this account. 

However, both of these programs, in terms of the total pound ac- 
count, were relatively onaeil so it was the Katzen proposal that would 
take care of the larger problem. 

Senator Mansrietp. May I say, Senator Wiley, we are not looking 
for scapegoats, but seeking to der this picture up so Congress can 
understand the details. | 

Senator Wirry. I never questioned your sincerity. 

Senator Mansrievp. I know that, but I want to make the record 
clear. 

Thank you, gentlemen. 

(The following data was subsequently submitted :) 


QUESTIONS SUBMITTED BY AND ANSWERS PREPARED FOR THE SENATE FOREIGN 
RELATIONS COMMITTEE 


1. “Is the dollar shortage in the countries in which the program operates still 
acute enough to warrant the continued operation of the program?’ 

In all countries where informational media guaranty is in active operation, 
the shortage of dollar exchange is still acute. Experience has shown that, when 
a country’s dollar exchange position improves, exchange restrictions on the 
import of American informational materials are removed, even if informational 
media guaranty has been in operation there. This has already happened in 
Germany, the Netherlands, France, Norway, and Austria. Informational media 
guaranty coverage of publications and film imports has been terminated in all 
of these countries. 

2. “Can it be truly said that, in the absence of this program, approximately 
$30.5 million worth of American publications or motion pictures would not 
have been sold in the countries in which it has operated?” 

It is believed that such a statement would be essentially accurate. Even with- 
out informational media guaranty, some United States informational materials 
certainly would have been purchased within the countries in which informational 
media guaranty has been active. Because of the shortage of dollars in these 
countries, however, such purchases undoubtedly would have been restricted to 
the minimum essentials, such as an occasional scientific text or periodical for a 
doctor or factory manager. Informational media guaranty, by removing ex- 
change restrictions, opens the door for the import, in quantity, of the full range 
of American information materials, to be stocked, displayed, advertised and sold 
by the local distributors. 

3. “What percentage of worldwide sales of United States informational media 
annually are covered by informational media guaranty contracts?” 

It is not possible to get precise statistics on foreign sales of United States 
informational media. However, it is estimated that approximately $45 million of 
American books are sold abroad each year; of this amount about 10 percent are 
sold under informational media guaranty. Less than 1 percent of the foreign 
sales revenue of the motion-picture industry is under informational media guar- 
anty. As for periodicals, relatively few of the large publishers have export edi- 
tions; magazines published only for the domestic market have a special problem 
in foreign sales because many American advertisers are unwilling to pay for 
foreign circulation with no possibility of a sales return. Since such publications 
do not normally report their foreign circulation, it is not possible to even estimate 
the total annual foreign sales of American periodicals. Under informational 
media guaranty, however, approximately $1.5 million of American magazines 
were sold abroad last year. 

4. “The bilateral informational media guaranty agreements govern the uses 
which the United States can make of local currency acquired this way. Most 
of the agreements contain no restrictions on such uses whatever but some limit 
the use of local currency to educational, scientific and cultural activities. Why 
did the United States agree to such restrictions with some countries and not 
others? What was the background, in partieular, of the Israel agreement?’ 

Frequently, the pivotal issue in negotiating an IMG country agreement re- 
lates to the United States Government’s use of the local currency acquired under 
IMG. The United States always seeks an arrangement permitting the widest 
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possible use of the currency, whereas the foreign government’s interest is to 
insure that the operation of the IMG program does not further impair their 
already unfavorable balance of trade position which, together with the foreign 
government’s interest in importing American informational materials, was the 
reason for opening IMG negotiations in the first instance. 

In a dollar-poor country, United States Embassy purchases of local currency 
to meet local operating expenses can represent an important source of dollar 
revenue. If this dollar revenue is displaced through the Embassy acquiring its 
local currency from the United States Treasury’s IMG account instead of 
through purchases locally, to this extent the operation of IMG represents a net 
dollar loss to the foreign government. In such cases, the foreign government 
is not inclined to accept the IMG program unless some protective restrictions 
are placed on the use of the IMG local currency. The provision in the IMG 
country agreement that spells out these restrictions is usually worded so that 
the local currency may be expended for “scientific, educational, and cultural 
activities and for such other purposes as may hereafter be agreed upon by the 
United States Government and the Government of - —,”” 

In most countries where, under the IMG agreement, the United States has 
unrestricted use of the IMG local currency, the United States already has large 
balances of local currency acquired through the operation of the various aid 
programs. Here the foreign government’s concern is not so much a loss of 
dollars through a cessation of Embassy dollar-purchases of local currency, 
because the United States Government’s local currency expenses usually are 
met from counterpart funds anyway. Essentially the problem is the lack of 
dollar exchange to cover United States informational imports; and, in light of 
the local demand for American informational materials and already existing 
United States local currency credits, the foreign government is usually willing 
to agree to the “unrestricted use” provision in the IMG agreement. 

Two specific cases will illustrate these points : 

(a) Israel—When an IMG agreement was negotiated with Israel in 1952, 
the United States Government’s local operating expenses were covered by Israeli 
pounds purchased locally with dollars. At that time, had the Israel Govern- 
ment agreed to unrestricted United States Government use of IMG-acquired 
Israel currency, this important source of dollars would have been displaced. 
Consequently, the Israel Government indicated it could not accept the IMG 
program unless it were assured that IMG operations would not further impair 
its dollar income. Because of the virtual absence of Western publications in 
Israel at that time and the predominance of Soviet books and periodicals in the 
Israel market, the extension of IMG to Israel was viewed as an important 
objective. Accordingly, in order to extend IMG to Israel, the United States 
agreed to restrict its use of the IMG-acquired Israeli currency to “scientific, 
educational, and cultural activities and [for] such other purposes as may here- 
after be agreed upon by the United States Government and the Covernment of 
Israel.” 

The expenditure of all IMG foreign currencies by United States Government 
agencies is subject to appropriation control by Congress. IMG currency has 
been and is being used in this way for the Israeli pound expenses of USIS in 
Israel and the Fulbright exchange program. Both of these activities are viewed 
as cultural and/or educational under the IMG country agreement with Israel. 

In recent years, additional amounts of Israeli currency have accrued to the 
credit of the United States Treasury as a result of various aid programs. The 
Embassy’s local operating expenses are now financed out of these accounts, so the 
United States Government no longer buys Israeli currency for this purpose. 

The Israel Government has indicated its willingness to agree to the expenditure 
of IMG currency for any project so long as its dollar balance is not adversely 
affected. Apart from the activities mentioned above, the only proposals made to 
the Israel Government in this regard were the cultural, scientific, and educa- 
tional projects developed by the Department of State and authorized in the 
Supplemental Appropriation Act of 1958. 

(b) The Phillippines.—At the time the IMG agreement was concluded with the 
Philippines, the Philippines Government was allocating some dollar exchange 
to cover the import of American books and periodicals. The dollars available 
for this purpose were limited, however, and the resultant restriction on imports 
was felt chiefly in the field of educational books, where the needs were greatest. 

The Philippine Government was also concerned over the possibility that IMG 
operations might result in a net loss of dollars through United States expendi- 
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tures of IMG acquired pesos. On the other hand, the United States Government 
was unwilling to underwrite, through IMG, the dollar exchange already being 
allocated by the Philippine Government for book and periodical imports from the 
United States. 

It was determined that, over a base period, the Philippine Government had 
allocated an average of $2.8 million annually for the import of publications from 
the United States. Accordingly, the Philippine IMG agreement provides that the 
United States Government may make free and unrestricted use of up to $2.8 mil- 
lion in IMG pesos annually while IMG pesos acquired in excess of this amount 
“shall be available to the Government of the United States of America for ex- 
penditure in the Philippines for such educational, cultural, informational or other 
activities proposed by the Government of the United States and approved by the 
Government of the Philippines.” 

To date, the Treasury has been able to sell the Philippine IMG pesos as they 
accrue. 

To sum up, where there are restrictions on the use of IMG local currencies 
in the IMG country agreements, their purpose is to assure the foreign govern- 
ments that the United States expenditures of these currencies will not displace 
United States Government dollar expenditures. Otherwise, IMG offers no net 
advantage to the foreign government. 

All IMG country agreements containing any restrictions in this regard also 
provide that the currencies may be expended for purposes which are mutually 
agreeable to the United States Government and the foreign government. Con- 
sequently, these agreements, as they now stand, should provide ample latitude 
for the use of these currencies as long as the proposed United States uses do not 
displace a dollar expenditure, and as long as the proposed activity is authorized 
under an appropriation by the Congress. 

5. “Does the United States Information Agency have a general policy with 
respect to the size of a program for a specific country or is that determined 
merely by the amount of guaranty contracts applied for? For instance, what has 
determined the size of the Israeli program?” 

Through fiscal year 1957, IMG contracts for all countries were issued to all 
eligible United States exporters without limitation. There were no country 
“ceilings,” as such. It was considered that Congress intended the program to 
be operated aggressively, within the limit of the public debt funds made available, 
as a means of getting “the American story told abroad.” The only legislative 
restriction on the size of the program was an annual ceiling, first at the level of 
$15 million and later of $10 million. However, in 1956, the $10 million limitation 
was dropped. 

In fiscal year 1957, the program rose to its highest annual level—$10,576,963.73 
and it became apparent that demands on the program were increasing so sharply 
that available financing authority would soon be exhausted. In fiscal year 1958, 
therefore, there was established within the United States Information Agency 
an IMG Review Board composed of the heads of all major elements in the agency 
concerned with the program, with the Deputy Director of the agency as chairman. 
The Review Board determines the annual level of IMG contract issuances in each 
country in accordance with the following policy : 

“The policy of the Agency is to continue IMG at a level limited only by the 
extent to which American exporters can sell informational materials eligible for 
coverage when there is no loss to the Government and when there are no restric- 
tions on the use of the local currencies generated. 

“When IMG is proposed in a country in which there is a loss or a restriction 
on the use of the local currency, the decision to implement IMG, the monetary 
level, and the estimated loss will be determined on the basis of the priority of 
the country for purposes of accomplishing Agency aims and objectives.” 

6. “Inasmuch as the Israeli program has largely generated this inquiry into the 
informational media guaranty program, can you tell us why it got so large that a 
special representative had to be sent there to study ways of using the United 
States-owned Israeli pounds? Are you currently still making guaranties for sales 
in Israel?” 

When IMG was initiated in Israel, no one foresaw the tremendous demand 
for American publications which resulted. However, with the start of IMG, 
American books and magazines poured into a vacuum which had been created 
by the virtual cessation of all such imports from the West. The general avail- 
ability of American publications for sale at prices within the reach of the 
average citizen in this highly literate country where other consumer goods were 
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not plentiful made the IMG program enormously popular with the Israeli people. 
American exporters of books and other informational materials were eager to 
supply the Israeli market and clamored for coverage under the IMG program. 
As already indicated, through fiscal year 1957, the program was operated on 
the basis of filling demands for IMG coverage without limitation, provided the 
annual overall ceiling of $10 million in existence till July 1956 was not exceeded. 
These factors naturally led to a high program level for Israel from the inception 
of the program through fiscal year 1957. It should also be noted that the 
popularity of the program in Israel was such that it was felt any significant 
reduction of the program in Israel would have had definite repercussions in an 
area of delicate political relationships. The State Department, therefore, has 
supported for foreign policy reasons the level of programs which have been 
carried on in Israel. 

Currently, the IMG program for Israel is under review, with the object cf 
controlling the program and achieving a better balance between the rate at 
which IMG Israeli currency is generated and desirable uses for the currency. 
The IMG program tentatively planned for Israel for fiscal year 1958 is sharply 
reduced from the level of prior years. 

7. “Among the companies with which contracts for sales in Israel were made 
are the American Jewish Committee, the American Mitchall Fashions Publishers, 
Inec., Decca Records, Inc., and the Pietro Diero Accordian Headquarters. These 
are cited at random in order to raise the question of the administration of the 
criterion “national interest of the United States” in deciding what guaranties 
to make. Would you discuss this aspect of administration?” 

8.“How much administrative discretion is allowed by the law? Do you have 
sufficient authority to refuse applications for guaranty contracts on items the 
export of which, while not against the national interest, is of secondary im- 
portance to the national interest?” 

The only restrictions in the law pertaining to the issuance of IMG contracts 
are the following: (a) That only “a citizen of the United States or any cor- 
poration, partnership, or other association created under the law of the United 
States or of any State or Territory and substantially beneficially owned by citi- 
zens of the United States” are eligible to receive IMG contracts: and (b) that 
the informational media exported under IMG must be “consistent with the na- 
tional interests of the United States.” 

The companies cited in question No. 7 are American-owned companies pub- 
lishing or producing informational materials which are considered “consistent” 
with United States interests. At the time contracts were issued to these con- 
cerns, it was not the policy of the Agency to fix ceilings on contract issuances by 
country. These companies had orders for their materials from Israel and they 
were legally eligible to participate in the IMG program; hence, IMG contracts 
were issued to them. 

The law provides that guaranties may be issued “under rules and regulations” 
prescribed by the officer legally responsible for the program, i. e., the Director of 
the United States Information Agency; legally, there is wide administrative 
discretion in the matter of IMG contract issuances. 

However, administration of the program with respect to IMG contract issu- 
ances has been directed toward insuring that no materials detrimental to the 
United States interests are exported under the program. As stated, the law 
directs that informational mediums exported under IMG shall be “consistent with 
the national interest of the United States.” Explaining the intent of this pro- 
vision, the House Committee on Foreign Affairs stated in a report of March 25, 
1949, that: “It is the intention that the Administrator should exercise his judg- 
ment to insure that mediums assisted under this provision shall reflect the best 
elements in American life and shall not be such as to bring discredit upon this 
Nation in the eyes of other nations.” Thus the criteria of eligibility for IMG 
exports have been directed primarily at barring materials, both publications and 
films, which would reflect unfavorably on the United States abroad. The safe- 
guards taken and procedures followed in this regard were explained to the com- 
mittee during the hearings. 

Beyond this, since an IMG contract affords an American exporter 2n oppor- 
tunity to compete for sales with other American exporters, denial of a contract 
is a serious matter to him. Question No. 8 refers to items, “the export of which, 
while not against the national interest, is of secondary importance to the national 
interest,” and question No. 7 implies that fashion magazines might be construed 
as being of “secondary importance.” Such a judgment, however, would raise 
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extremely difficult questions of administration; for example, the circulation 
abroad of Sears, Roebuck catalogs, which also contain displays of men’s and 
women’s wear, has been viewed as an effective means of portraying the tremen- 
dous variety and high quality of goods produced in a free society and within the 
means of all. Should such catalogs also be considered of secondary importance? 

Determining the eligibility of materials for IMG export poses the most delicate 
of all problems in the administration of the IMG program. The very idea of 
censorship is abhorrent to the American tradition, especially since it implies 
a judgment based largely upon the subjective reaction of individuals rather than 
by objective measurement in the light of precisely defined yardsticks of accept- 
ability. Nevertheless, over the years, an effective working relationship has been 
developed between the Agency and the American publishers and film distributors 
participating in IMG with respect to materials deemed “inconsistent with United 
States interests abroad.” Most IMG exporters do not question the fact that a 
book or a film which dramatizes a domestic social problem may do this country 
harm if it is distributed among foreign peoples lacking the background to place 
the problem in the proper perspective. They accept the Agency’s refusal to 
approve such materials for export under IMG even though the Agency’s decision 
may be contrary to their own self-interest. Were the Agency to attempt to estab- 
lish a scale of informational materials in terms of their primary, secondary, or 
tertiary importance to the national interest, and issue IMG coverage on this 
basis, the difficulties of administration would become almost insuperable. There 
would be too wide an area for honest disagreement in such classifications. 

The effectiveness of the IMG program cannot be measured in terms of the 
export of any one publication or film or even any group of publications or films. 
Rather, the effectiveness of the IMG program stems from its overall impact in 
a country; the foreign book buyer, magazine subscriber, and moviegoer has 
access, through payment in his own currency, to a wide range of American 
publishing and motion-picture production (except for that small percentag 
of ineligible materials deemed inconsistent with the national interest), which 
combine to tell the American story in that country. 

To the extent that it is desired to limit the IMG program, the Agency believes 
that this can best be done by placing ceilings on country IMG programs and then 
issuing contracts to qualified exporters on a pro rata basis. The Agency is 
convinced that an attempt to impose restrictive criteria and then to classify 
hundreds of thousands of American books, periodicals, and films within such 
criteria would be completely impracticable. 

9. “As you know, an amendment was proposed to the Mutual Security Appro- 
priation Act this year to terminate the authority to borrow up to $28 million 
from the Treasury for payments under the contracts and substitute therefor a 
requirement for annual appropriations to meet the expenses of the program. 
Assuming for the moment that it is in the interest of the United States to con- 
tinue the program, which method of providing funds for its operation would 
you consider preferable? What is wrong with the appropriation method?’ 

Any method of financing IMG program operations should meet the following 
requirements : 

(a) It should provide for periodic review and control of the program by the 
Congress. 

(b) It should reflect the actual net cost of the program to the Government. 

(c) It should provide for a continuity and stability of operation. 

To meet these requirements, it is suggested that the IMG program should be 
financed through a revolving fund, as at present, supplemented by annual appro- 
priations to replenish, year by year, any prior impairment to the fund resulting 
from exchange losses or the inability to sell foreign currency acquired under 
the program. This method of financing the program would not only provide 
continuity and stability of operation, but would also assure Congress of an 
opportunity each year to review and control IMG operations through the Appro- 
priations Committees. Such a means of financing the program would also reflect 
the actual annual net cost of IMG. The Agency is in the process of developing 
appropriate legislation along these lines for submission to Congress at the next 
session. 

Financing the IMG program solely by annual appropriations would, of course, 
assure congressional review and control of the program each year. However, it 
is questionable whether this method of financing would provide the continuity 
and stability necessary for operation of this specialized program. This is so 
because the operations of publishers and motion-picture distributors under the 
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program often require substantial expenditures long before the materials to be 
covered under the IMG program are actually exported. For example, when 
IMG is extended to a new country, American publishers and motion-picture 
distributors operating under IMG make a substantial investment in anticipation 
of sales under IMG, sometimes to the extent of opening sales offices locally. In 
the case of motion pictures especially, an actual sales contract oftentimes is 
preceded by months of negotiation, following which many more months may 
elapse before actual delivery of the materials can be completed. It is believed 
that American exporters would decline to take the risk of such long lead-time 
expenditures unless assured of more continuity in the IMG program than appears 
possible if the program is funded solely by annual appropriations. 

Furthermore, financing the IMG program by annual appropriations would 
not properly reflect the annual net cost of the program to the Government: in 
fact, an annual appropriation would be required which, on the basis of present 
experience, would have to be approximately triple the actual amount net cost 
of the program. This is true because an IMG program of, let us say, $10 
million would require an appropriation of that amount to convert to dollars 
the foreign currencies received by American exporters from their sale abroad 
of books, magazines, and other informational materials. However, the foreign 
currencies thus converted become the property of the United States at the time 
the American exporter receives the dollar equivalent, and in many cases the 
local currency so received is subsequently converted back to dollars at no cost 
to the Government. In consequence, the actual net cost to the Government of 
the assumed $10 million IMG program would probably be in the neighborhood of 
but $3 million. This figure would include not only outright exchange losses 
but also currencies not salable in the foreseeable future. 

For these reasons, the Agency believes that the annual appropriation method 
is not a desirable or practicable way of financing the IMG program. 

10. “Section 1011 of the Smith-Mundt Act provides that the local currencies 
acquired by the United States shall be available, after June 30, 1955, only as 
may be provided for by the Congress in annual appropriation acts. Besides the 
Israeli program this year, how much of this local currency has been appro- 
priated to date and for what purpose?” 

The Israeli cultural program provided for in the Supplemental Appropriation 
Act, 1958, is the first and only appropriation specifically requested to cover the 
expenditure of IMG foreign currencies. The act provides that the dollars ap- 
propriated for this purpose will be covered into miscellaneous receipts of the 
Treasury rather than credited to the IMG revolving fund. 

11. “What evidence is there of excessive profitmaking by exporters or im- 
porters of materials covered by IMG contracts either as a result of multiple 
exchange rates or otherwise.” 

IMG operations include the following safeguards against profiteering: 

(a) In each country, numerous importers buy and stock American informa- 
tional materials, so a competitive retail price situation usually prevails. 

(bo) All IMG contracts with American exporters require that they “shall not 
charge customers for publications sold in the participating country * * * 
prices higher than the (exporter), under normal circumstances, charges other 
customers similarly situated * * * for the same or similar publications * * *.” 

(c) A number of countries enforce price controls on the retail prices of 
IMG imported materials. 

(d) Foreign governments cooperate with the United States Government in 
the administration of IMG through the exchange of information in policing 
program operations. 

(e) The Agency has an effective system of checks and cross-checks on all 
transactions reported for payment under IMG contracts. 

The Agency has no evidence that excessive profitmaking by American ex- 
porters or foreign importers has occurred under the program. In a very few 
instances irregularities of other types have occurred. All such cases have been 
promptly dealt with in accordance with the applicable laws and regulations 
of the United States Government and of the government of the foreign country 
involved. 

12. “What steps can the United States Government take to obtain realistic 
exchange rates in countries like Vietnam? To remove restrictions in IMG 
agreements? What other protection against exchange losses is obtainable?” 

Generally speaking, the exchange rate for a foreign currency in terms of dol- 
lars is determined by the official prices at which a foreign country will buy or 
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sell its currency for dollars. In countries which have a single or “unitary” 
rate of exchange, the price put on currencies involves no loss in IMG operations 
unless the currency is devalued while a balance still remains in the Treasury 
IMG account. 

In many countries, however, the monetary authorities have placed different 
values on their currency, depending upon which type of commodity is imported 
or exported, or other use made of the foreign exchange. In such situations 
where multiple rates exist, it is generally the practice to use the same exchange 
rate for the acquisition of currencies under the informational media program 
as the country applies to the import of informational media in normal com- 
mercial transactions. On the other hand, the currencies received through 
operations of the program are sold to those United States Government agencies 
which can utilize them in their operations at the rate of exchange which these 
agencies would otherwise use in acquiring their foreign currency needs. In 
some cases, as in Vietnam, the rates established by the foreign countries for 
these different types of purposes are widely divergent and it is in these situa- 
tions that losses on IMG transactions may result. 

In the situation above described, it is difficult for the United States to avoid 
some losses in the informational mediums guaranty program without jeopar- 
dizing the objectives of the program itself. For example, it might be possible 
to secure agreement of a country to use a rate of exchange for the informational 
mediums equal to a higher rate used for invisible transactions or for less favored 
imports. This might reduce or eliminate losses in the program if these higher 
rates are used for the purchase of local currencies by other United States agen- 
cies. It would, however, result in a higher price for the informational mediums 
in local currencies, and so restrict sales. This would be counter to the purpose 
of the program. Consequently, any efforts to obtain better rates would gener- 
ally have to be based on more comprehensive changes in the foreign countries’ 
exchange system, which would apply not only to imports of informational me- 
diums from the United States, but to those from all countries and be generally 
in line with the exchange system as a whole. 

Such a general approach to the program is beyond the scope of the USIA alone, 
but is of concern to the United States Government as a whole. In this connec- 
tion, the United States Government has, of course, favored the establishment 
of realistic exchange rates between the dollar and foreign currencies and it seeks 
to obtain such rates through direct discussions with the countries concerned, 
when appropriate, and through the IMF, of which most of the countries as well 
as the United States are members. 

The matter of the restrictions on the use of IMG currencies in certain IMG 
country agreements has been discussed fully under question No. 4. 

13. “When IMG-generated local currencies accumulate, as in Israel, why not 
wait for really important uses instead of sending a special representative to 
look for ways to use the money?” 

This question is answered in the Report of Decision To Send a Special Repre- 
sentative to Israel prepared by the Department of State and enclosed herewith. 





REPORT ON DEcISION To SEND A SPECIAL REPRESENTATIVE TO ISRAEL 


The IMG program was established by an exchange of notes signed in Tel Aviv 
on June 9, 1952. That exchange provided that the Israel pound funds accrued as 
a result of the operation of the program would be used for scientific, educational, 
and cultural purposes and for such other purposes as might thereafter be agreed 
upon by the two governments. 

In the first 4 years of the operation of the program, over 7 million pounds were 
accumulate in the United States Government account in Israel. As these funds 
grew, there were increasing expressions of interest and suggestions by the Israel 
Government as to projects which could be financed from this source. There 
were also requests for assistance on behalf of many private cultural institutions 
operating in Israel, many of which had ties to similar organizations in this 
country for projects to be financed from these funds. There was sufficient evi- 
dence to convince us that a program could be devised using these funds which 
could be of very real value in advancing United States objectives in Israel. The 
suggestions which had been put to us, however, were not sufficiently detailed, 
nor was there adequate justification, on which to base a request to the Congress 
for the necessary appropriation of these funds. Moreover, many of them were 
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overlapping or conflicting. Our Embassy in Tel Aviv was not staffed to consider 
such a program. It became apparent that the drawing together of this material 
and the formulation of a program for presentation to the Congress could best 
and most expeditiously be accomplished by sending a special representative to 
Israel for this purpose. 

The Secretary chose for this mission Mr. Bernard Katzen, a distinguished 
United States citizen, well known and respected both here and in Israel, who 
served without compensation. In the course of his mission to Israel, Mr. Katzen 
engaged in discussions with members of the Israel Prime Minister’s office (the 
branch of the Israel Government which is responsible for Israel participation in 
the program) and representatives of literally hundreds of cultural and educa- 
tional organizations. 

Mr. Katzen considered all of the requests and suggestions, and through a 
process of judicious refinement, was able to block out a program aimed at 
strengthening the cultural bonds between the United States and Israel in almost 
every walk of life. Since his return from his mission, Mr. Katzen has tirelessly 
worked to increase understanding and support for the program in this country. 

The program includes projects for both urban and rural dwellers and for Jews 
and Arabs. We feel that Mr. Katzen’s efforts have contributed very substantially 
to what we are confident will be a highly successful effort to strengthen relations 
between the United States and Israel in this very important field. 





REPORT ON THE PROGRESS TO DATE ON THE ISRAEL PROGRAM 


After the President signed Public Law 85-170 on August 28, 1957, the Depart- 
ment immediately informed the Embassy in Tel Aviv, requesting that they begin 
an immediate review of the 42 projects approved, and develop such initial plans 
as would be possible to implement those projects as soon as possible. 

The allocation of the funds has been received from the Bureau of the Budget 
to pick grants-in-aid documents which have been forwarded to the Embassy for 
review and comment. The entire program has been reviewed with the Ambassa- 
dor who was in Washington on home leave and who is thoroughly conversant 
with this program; also, conversations have been held with the cultural affairs 
officer who has just returned from Israel. 

The Department foresees no particular difficulties at this time in carrying out 
the program as planned. However, final decision on each project’s implementa- 
tion will depend upon the findings of the Ambassador after consultation with the 
Department. 


MISSION TO ISRAEL 


THE DISPOSITION OF INFORMATIONAL MEDIA GUARANTY FUNDS IN ISRAEL FOR 
EDUCATION, SCIENCE, CULTURE, AND THE HUMANITIES 


Report and recommendations to the Secretary of State by Bernard Katzen, 
Special Consultant 


In February and March of 1956 I visited Israel under instructions from the 
Secretary of State to prepare recommendations for the use of the Israel pounds 
which had accrued to the account of the United States as a result of the opera- 
tion in Israel of the informational media guaranty program. The following 
report describes the nature of this fund, the terms of reference of my appoint- 
ment, and the manner in which I discharged my responsibilities. It sets forth 
the criteria used in making the decisions as to which projects should be recom- 
mended for assistance—decisions very difficult to make in view of the worth- 
while nature of nearly all the projects submitted—and it lists the final recom- 
mendations. I have also taken the liberty of adding several observations which 
do not fall within my terms of reference, but which reflect experience gained in 
Israel that might be of interest in meeting somewhat similar situations in other 
countries. In the appendix, a number of extracts from the Israel press and 
radio are given concerning this mission; these have been included not only to 
show the extensive favorable interest it aroused, but to illustrate the degree to 
which the United States can obtain broad public good will through activity in 
the scientific, educational and cultural fields, and the field of the humanities. 
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THE IMG FUND IN ISRAEL 


The informational media guaranty (IMG) program makes it possible for for- 
eign countries having a shortage of foreign exchange to import books, period- 
icals, and other informational media from the United States through regular 
commercial channels. Under this program, foreign importers make payment to 
the American exporter in local currency, and the exporter exchanges the local 
currency upon application to the United States Information Agency, in accord- 
ance with the terms of his IMG contract. The program is presently operating in 
12 countries; and agreements, which are not at present being used, are in force 
in 15 other countries. In most of the latter cases, this is because the countries 
concerned are no longer critically short of United States currency. Negotiations 
are now in progress looking to the extension of the program to still other nations. 

Originally authorized under section 111 (b) (8) of the Economic Cooperation 
Act of 1948, the legal authority for the IMG program is now contained in sec- 
tion 1011 of the United States Information and Educational Exchange Act. 
Administrative responsibility for the program is vested in the United States In- 
formation Agency, but responsibility for the disposition of the accrued funds as 
a result of the operation of the program has not been placed in the hands of any 
particular agency within the executive branch. My mission required and re- 
ceived the support, therefore, of the Department of State, the International Co- 
operation Administration, the United States Information Agency, the Treasury 
Department, and other interested agencies of the United States Government. 

The mission to Israel was the first ever undertaken in connection with the 
accumulation of IMG funds, and was necessitated in that country because of 2 
factors: (1) the IMG program in Israel is the largest in the world, resulting in 
a particularly high rate of accrual of local currency funds, and (2) the agree- 
ment between the United States and Israel was the first which limited the ex- 
penditure of local currency proceeds to scientific, educational, and cultural pur- 
poses, and such other purposes as might be agreed upon between the 2 govern- 
ments. 

The size of the program in Israel is indicated by the fact that of about $5 
million, at current valuations, in local currencies on hand over the entire world 
as a result of the operation of the program, the total in Israel was I£7.2 million 
($4 million) as of April 30, 1956. A summary of the accumulations of Israel 
pounds, by fiscal years, since the first year of the operation of the program in 
Israel is as follows: 

[In Israel pounds] 





| 





Date | Guaranty Interest Total 
| account account 
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Of the above total, I£7 million is recommended for expenditure. The remain- 
ing funds, plus current accumulations, have been left for purchase with funds 
appropriated for the Fulbright program, plus appropriations for local adminis- 
trative expenses of the USIA operation in Israel. 

IMG operations in each country are based upon bilateral executive agreements 
between the United States and the foreign government. The agreement on the 
disposition of IMG funds in Israel was contained in an exchange of notes dated 
June 9, 1952, between the Prime Minister of Israel, David Ben-Gurion, and our 
then Ambassador to Israel, the late Monnett B. Davis. The exchange is as 
follows: 

THE ForeIGN SERVICE 
OF THE UNITED STATES OF AMERICA, 
American Embassy, Tel Aviv, June 9, 1952. 
No. 89 
His Excellency Davin BEN-GurRIon, 
Prime Minister and Acting Minister for Foreign Affairs for the State of 
Israel. 


EXcELLENCY: I have the honor to refer to conversations which have recently 
taken place between representatives of our two Governments relating to an infor- 





INFORMATIONAL MEDIA GUARANTY PROGRAM 37 


mational media guaranty program pursuant to section 111 (b) (3) of the Heo- 
nomie Cooperation Act of 1948, as amended. I also have the honor to confirm 
the understandings reached as a result of these conversations, as follows: 

The Governments of Israel and the United States of America will, upon request 
of either of them, consult regarding exports of informational media to Israel pro- 
posed by nationals of the United States of America with regard to which guaran- 
ties under section 111 (b) (3) of the Economic Cooperation Act of 1948, as 
amended, have been made or are under consideration. 

With respect to such guaranties, covering imports approved by the Govern- 
ment of Israel in accordance with the terms of the aforementioned section, the 
Government of Israel agrees that Israel pounds acquired by the United States 
Government pursuant to such guaranties will be freely expendable by the United 
States Government for scientific, educational, and cultural activities and for 
such other purposes as may hereafter be agreed upon by the United States 
Government and the Government of Israel. 

Upon receipt of a note from Your Excellency indicating that the foregoing 
provisions are acceptable to the Government of Israel, the United States Govern- 
ment will consider that this note and your reply thereto constitute an agreement 
between the two Governments on his subject, the agreement to enter into force 
on the date of your note in reply. 

Accept, Excellency, the renewed assurances of my most distinguished consid- 
eration. 

Monnetr B. Davis. 


THE PRIME MINISTER, 
Jerusalem, June 9, 1952. 
His Excellency Mr. Monnett B. Davis, 
United States Ambassador, Tel Aviv. 

EXCELLENCY: I ‘have the honor to acknowledge receipt of Your Excellency’s 
note No. 89, dated June 9, 1952, referring to conversations which have recently 
taken place between representatives of our two Governments relating to an 
informational media guaranty program pursuant to section 111 (b) (3) of the 
Yconomic Cooperation Act of 1948, as amended, and to confirm that the provi- 
sions set forth in that note are acceptable to the Government of Israel, which 
considers Your Excellency’s note and this reply as constituting an agreement 
between the two Governments on this subject, entering into force on this date. 

Accept, Excellency, the renewed assurances of my most distinguished consid- 
eration. 

D. BEN-GURION, 
Prime Minister and Acting Minister for Foreign Affairs. 


It will be noted that the funds are “freely expendable by the United States 
Government for scientific, educational, and cultural activities and for such other 
purposes as may hereafter be agreed upon by the United States Government 
and the Government of Israel.” This provision of the agreement was introduced 
at the insistence of the Israel Government to avoid the loss of dollar exchange, 
and it now appears in several other agreements. Such a provision has been 
accepted by the United States Government in countries where, for reasons of 
policy, it has been especially desirable to introduce informational materials from 
the United States. While the funds accrued under agreements of this type 
cannot be utilized for general United States expenses, they do provide the means 
through which friendly relations can be cemented by using them for cultural, 
scientific, and educational activities of mutual interest. In Israel, it was 
apparent to me from the first, that the opportunities provided through the 
effective use of these funds were particularly attractive. The funds are an 
important potential for use in support of the foreign policy of the United States. 


TERMS OF REFERENCE 


The basic terms of reference of my appointment as special consultant are 
contained in a letter dated January 23, 1956, as follows: 


THE SECRETARY OF STATE, 
Washington, January 23, 1956. 
Mr. BERNARD KATZEN, 
360 East 55th Street, 
New York, N.Y. 

DEAR MR. KATZEN : I am pleased to have you as a consultant to prepare recom- 
mendations for the disposition of funds accumulated by the United States Govern- 
ment in Israel as a result of the operation there of the informational guaranty 
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program. With the concurrence of other interested agencies of the Government, 
I am entrusting you with the responsibility for recommending the purposes, if 
any, for which approximately $3 million in Israel currency might be expended 
in Israel to further the common interests of the United States and Israel. I 
hope an agreement with the Israel Government on the uses of these funds will 
further enhance the already high degree of scientific, educational, and cultural 
cooperation existing between our two countries. 

The responsible officials of the Department of State have been instructed to 
assist you in preparing your recommendations and they will provide any necessary 
additional instructions. 

Sincerely yours, 
(Signed) JoHN Foster DULLES. 


In addition, there were certain other conditions imposed by the nature of the 
assignment and by traditional United States Government policies. First, since 
my recommendations were to be limited to Israel currency, it was inappropriate 
in a country maintaining stringent controls over its foreign exchange resources 
to recommend expenditures for items that must be imported from outside Israel 
on payment of foreign currency. Unfortunately, many worthy proposals were 
put forward that would have required substantial dollar or other foreign currency 
expenditures. Second, it has been the well-established practice of our Govern- 
ment, in expending funds abroad, to avoid providing mere budgetary support 
except in the most compelling circumstances. This principle, dictated by the 
prudent desire to avoid continuing claims on the generosity of the United States 
Government, applies with particular force to the disposition of these funds. 
Finally, it appeared to be desirable to make my recommendations in terms which 
would minimize administrative problems and expenses. While certain admin- 
istrative costs are unavoidable if care is to be used in seeing that funds are 
expended properly, it seemed wise to keep such expenditures as low as possible, 
and to meet the irreducible minimum largely in local currency. 


PREPARATION FOR THE MISSION 


Following my appointment, I wrote to most of the major Jewish organizations 
in the United States, advising them of the mission, apprising them of the Secre- 
tary’s interest in aiding science, culture, and education in Israel and inviting 
suggestions as to possible allocations of the fund for these purposes. The 
organizations addressed included the American Jewish Congress, Hadassah, 
the American Jewish Committee, B’nai B’rith, the United Jewish Appeal, the 
Zionist Organization of America, the Jewish Welfare Board, the American 
Technion Society, the American Friends of the Hebrew University, Yeshivah 
University, the American ORT Federation, the World Academy for Higher 
Jewish Studies, the Jewish Agency for Palestine, the Jewish War Veterans, the 
Order of Bnai Zion, the Jewish National Fund, the Federation of Jewish 
Women’s Organization of New York City, the Jewish Theological Seminary, the 
Synagogue Council of America, the American Fund for Israel Institutions, the 
America-Israel Society, the National Council of Jewish Women, the Union of 
Orthodox Congregations of America, the Israel Olympics Sports Committee, 
Brith Abraham, the Council of Jewish Federations and Welfare Funds, the 
Rabbinical Council of America, the American Zionist Council, the American 
Committee for the Weizmann Institute of Science, and the Hebrew Union 
College. 

This action was taken for several reasons: 

(1) The affinity between the majority of American Jewish organizations 
and the scientific, cultural, and educational institutions of Israel is close, and 
cooperation with the American organizations is an essential courtesy. In many 
instances, American Jewish organizations have either created or support Israel 
institutions. As an illustration, the Technion Society is an American organiza- 
tion devoted exclusively to raising funds for the maintenance of Technion 
University in Haifa, Israel. 

(2) It appeared probable that these organizations would be able to give 
extremely useful advice, as indeed proved to be the case. 

(3) Since these organizations would inevitably alert their representatives 
in Israel to the nature of my mission, the task of assembling worthwhile proj- 
ects in Israel for consideration would be facilitated. 

The many useful suggestions transmitted to me by these organizations in 
the United States, the warmth of the reception in Israel, and the help given 
by their representatives there justified this approach. 
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THE MISSION IN ISRAEL 


I left for Israel February 12 and arrived in Tel Aviv February 14. An office 
and facilities were provided in our Embassy at Tel Aviv. The Ambassador, 
Edward B. Lawson, and his staff gave their fullest cooperation, thereby enabling 
me to utilize the entire time of my stay productively. I maintained an especially 
close relationship with the representatives of the United States Information 
Agency in Israel, who were kind enough to let me draw freely on their experi- 
ence and wisdom. 

I arrived in Israel at a time of tension, when the press and public were 
gravely concerned with political and military matters. As a result, I expected 
to find merely a perfunctory interest in matters of science, culture, and educa- 
tion. Instead, I found a tremendous need and desire upon the part of the 
people of Israel to achieve new and wider horizons in the field of art, litera- 
ture, music, and general learning. 

On the hills outside Jerusalem, imposing buildings were rapidly taking shape 
for the new Hebrew University and, despite the fact that construction was 
still going on, the university itself was a functioning reality. The number and 
interest of the students overflowing the limited halls of Technion University in 
the city of Haifa were inspiring the creation of a college of science comparing 
favorably with the best of our own halls of learning. The Tel Aviv Cultural 
Hall, the most spacious auditorium and cultural center in the Middle East, 
where the celebrated Israel Symphony will be housed, was nearing completion. 
Archeological explorations were daily revealing the antiquities of the ages and 
solidifying the Land of the Bible concept. Bookshops were thriving, and our 
own USIS Library at Tel Aviv was lending 200 books a day. The day after 
my arrival, the Martha Graham dancers made their debut at the Habimah 
Theatre for a limited engagement, the tickets for which had been sold out 
many weeks in advance. The curator of the small Bezalel museum in Jeru- 
salem guided me around, anxiously demonstrating his inability to exhibit rich 
treasures of art and antiquity because of limited facilities. 

troups of professors at Bar Ilan University and Tel Aviv University briefed 
me on their plans for expansion to make their universities truly great and ade- 
quate to satisfy the educational needs of the most populous city in Israel, Tel 
Aviv. 

From Ein Gey on Lake Tiberias with its music festivals, comparable to our 
own Berkshire Festival in New England, to Ein Hod and its artists and paint- 
ers colony, to Beersheba where the Hebrew Immigrant Aid Society Hostel 
helped provide facilities for engineers and scientists experimenting in the Negev, 
a network of schools and institutions was devoted to vocational and physical 
rehabilitation, agricultural experimentation, and social direction. 

These were the tangible manifestations of the yearnings of the Jewish people 
for knowledge, culture, and the humanities, which have been ingrained through 
thousands of years of tradition. Since ancient times, the Jewish people have 
acknowledged leadership only when coupled with scholarship. No sacrifice has 
been too great for the Jewish family in assuring the education of its children. 
This respect for scholarship is illustrated by sayings of the sages which are 
representative of the innermost thoughts of the Jewish people: “If you give me 
all the silver and gold, diamonds and pearls in the world, I will not live ina 
place where there is no learning.” “A scholar is equal to a king.” “If you have 
only bread with salt to eat and a little water to drink, if you have to sleep on 
the ground in misery and still you devote your days and nights to learning, 
there is glory unto you.” Small wonder, then, that I was besieged by com- 
munity and organizational leaders having deep interest in the advancement of 
science, education, and culture in Israel. 

In early press conferences, and particularly in an address to the Tel Aviv 
Journalists’ Association on February 20, I made it clear that every scientific, 
cultural, and educational institution which felt qualitied should offer sugges- 
tions for the expenditure of the funds, and that I would welcome personal 
visits during my stay in Israel. If personal visits were not possible, I sug- 
gested that interested persons and organizations submit memorandums making 
suggestions and requests. The basic criteria for consideration were that the 
projects had to be— 

(1) In the scientific, educational, and cultural field. 

(2) Calculated to create closer ties between the United States and Israel 
in the particular field. 

(3) Specific, rather than general in nature. Alternative projects were 
invited. 
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(4) In a definite sum and supported by reasonable detail. 

The announcement created widespread interest and enthusiasm. The leaders 
of most of the important scientific, educational, and cultural institutions in 
Israel visited or communicated with me. I also conferred with religious, philan- 
thropic, and social leaders, and members of the Government. Suggestions were 
submitted by municipalities, such as Haifa, Tel Aviv, Jerusalem, Natanya, Ramat 
Gan, and Beersheba, by kibbutzim and by other types of settlements. During 
my stay I spoke to approximately 600 people, to whom I conveyed the friendly 
interest of our Government in Israel and in its scientific, cultural, and educa- 
tional institutions, 

Addresses were given to a group at a reception in the Zionist Organization of 
America House in Tel Aviv, the Tel Aviv Journalists’ Association, the Jerusalem 
Journalists’ Association, the Commerce and Industry League of Israel, and the 
Tel Aviv Bar Association leaders. Informal discussions were held with commit- 
tees of professors from the Technion and Bar Ilan University. Conferences were 
held with Prime Minister Ben Gurion, Foreign Minister Sharett, and Minister 
of Education Aranne. I also conferred with the mayors of Haifa, Tel Aviv, 
Jerusalem, Natanya, and Ramat Gan. 

In all my discussions, I laid the foundation for easing inevitable disappoint- 
ments to many by pointing out: 

(1) The Israel Government itself had priorities. 

(2) Our own Government had priorities. . 

(3) The tremendous number of projects. 

(4) The limitation of funds. 

(5) The impracticability of making too many allocations, which would 
result in grants so small as to have little impact. 

(6) That those suggestions not supported at this time might be considered 
at some future date, so long as the fund kept regenerating. 

(7) That the projects had to be such as would receive the approval of the 
Congress, which was the final judge in this matter. 

In meeting the various organizational representatives, no promise of assistance 
was made to anyone, and it was pointed out that the final selections were to be 
made in the United States. I am convinced it was generally well understood 
that even if a particular organization or project did not get an allocation, the 
fact that funds might be available for useful purposes in Israel was of itself an 
unmistakable demonstration of friendship by the United States for Israel. 

Particular mention should be made of the conferences which were held with 
representatives of the Israel Government. In several informal meetings ideas 
were exchanged as to the best use of the funds. Then in a more formal confer- 
ence on February 29, the Government of Israel presented its considered views 
for the disposition of the funds. A number of these projects were clearly ones 
which fitted into an acceptable pattern of mutual benefit, such as the Fulbright 
scholarship program, the construction of a United States information and cul- 
tural center, and the setting up of chairs in American history, literature, and 
industrial management in the principal universities, and I welcomed the unity 
of interest between our Governments which these recommendations displayed. 
With reference to other of the Israel Government’s recommendations, I recog- 
nized that they should be given a certain priority. I also undertook to supply 
to the Israel Government a list of all the requests for assistance, and I agreed 
to scrutinize carefully any project to which the Israel Government objected in 
principle. The basic position, however, was that these funds were the property 
of the United States and that their use for any scientific, educational, or cultural 
purposes was entirely a question for the determination of the Government of the 
United States. I emphasized that the necessary decisions must be taken in the 
United States after consultation with the interested United States agencies and 
approval by the Secretary of State, and that final action was dependent upon 
the passage of the necessary legislation by the Congress. 

I left Israel with about 200 proposals for the use of the IMG funds. Some 
70 additional proposals which had not yet been prepared in detail were for- 
warded to the United States shortly after my departure. All but a handful 
were supported by responsible persons and were essentially worth while. They 
covered the widest conceivable range of educational, cultural, and scientific 
fields, and reflected the interest of virtually every social and political grouping 
in Israel. The problem posed was clearly not one of finding uses for the funds 
which would be effective and would contribute to better United States-Israel 
relations, but to choose a relatively few from so many fine proposals. 
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THE PREPARATION OF THE RECOMMENDATIONS 


I returned to the United States on March 19, 1956, and was provided with 
staff assistants and office facilities in the Department of State. I made a 
preliminary oral report to the Secretary of State and to George V. Allen, 
Assistant Secretary of State for Near Eastern, South Asian, and African 
Affairs. While the projects already received were being sorted and sum- 
marized, and the additional projects from Tel Aviv were awaited, I entered into 
a series of conferences with representatives of the United States Information 
Agency, the International Educational Exchange Service of the Department 
of State, and the Foreign Buildings Office. Specific problems were taken up 
with the experts of these agencies which would assist in the evaluation of 
the proposals received. A number of suggestions were made for the construction 
of buildings in Israel, for example, and the experience of the Foreign Buildings 
Office in judging costs was therefore sought. USIA experts conversant with 
the problems of operating cultural centers and libraries and distributing docu- 
mentary films were consulted with useful results. Most important of all, I 
was fortunate in that Ambassador Lawson was called to the United States for 
consultation during my deliberations, giving me an opportunity to secure his 
excellent judgment on the program as it began to crystallize. 

Another important aspect of the general problem was a legal one. The task 
of working out a program for Israel was a pioneering problem, for which no 
precedents existed. While it was not specifically a part of my terms of 
reference to explore the legal side of the question, I participated in an examina- 
tion of existing congressional authorizations in the educational, scientific, and 
cultural field, and of the legislative means by which a program could be carried 
out which would best serve the interests of the United States. 

Throughout this period of analysis, I remained in touch with representatives 
of the Israel Government. When the broad outlines of a program first began 
to emerge, the matter was discussed with Mr. Theodore Kollek, Director General 
of the Prime Minister's office, who was then in the United States. Mr. Kollek 
and I reached agreement on all essential points. As the recommendations 
were brought to the final stages, contact was maintained with Mr, Avraham 
Salmon, economic counselor of the Israel Embassy. 

As a result of these various consultations, and after a preliminary appraisal 
had been completed of all the project submissions, it was concluded that the 
following principles, besides those discussed in the terms of reference, should 
be taken into consideration in the final recommendation : 

(1) Each individual proposal should demonstrate an affinity between the 
United States and Israel, thus contributing to friendly relations between the 
peoples of the two countries. 

(2) To assure the proper impact, the individual proposal should provide 
something new, and not merely continue something already in effect. 

(3) The program as a whole, to be effective, should contain elements appeal- 
ing as much as possible to all the major social groupings within Israel society. 

(4) The geographic distribution of the projects should be taken into considera- 
tion. A large number of fine projects were proposed for Jerusalem, for example, 
but to accept them all would have denied benefits to other parts of Israel and 
failed to demonstrate the interest of the United States in those other areas. It 
was also necessary to consider the availability of existing facilities. Help 
toward the construction of a law library in Tel Aviv appeared justified, for 
example, although a similar request for Jerusalem was not considered of equal 
priority because existing facilities are more nearly adequate. 

(5) The program should be balanced with a few recommendations for pri- 
marily humanitarian causes. Our interest in traditional educational, scientific 
and cultural fields should not cause us to exclude other projects which tap deep 
reservoirs of human sympathy. The allocation of small sums for such purposes 
would have a tremendous appeal, perhaps demonstrating more clearly than any- 
thing else the continuing interest of the United States in Israel. 


RECOM MENDATIONS 


A schedule is given below which lists the recommendations, by specific institu- 
tions or projects, for the allocation of 7 million Israel pounds.. The schedule 
also contains a brief description of each project and the reason for the recom- 
mendation. 
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The projects listed are in addition to those planed for inclusion in the Fulbright 
program. I have discussed the Fulbright program in detail with the responsible 
officers in the Department of State, and I give it my strongest support. This fine 
program will meet a number of the needs expressed to me by organizations both 
in Israel and here, and has been taken into careful consideration in preparing 
these recommendations. 

Uses for these Israel pound funds which would reduce the need for new ap- 
propriations were given top priority. The Government of Israel and a number 
of agencies in our own Government expressed particular interest in setting up 
chairs in American studies in Israel universities, in a book translation and pub- 
lishing program, and in the construction of a United States cultural center at Tel 
Aviv. Because of the widespread support given to these proposals, they were 
among the first to be selected for inclusion in this program. The Government of 
Israel also expressed particular interest in an Israel-American Museum Founda- 
tion, cultural centers in several rural communities, archeological research and 
several science projects. To the extent possible, these requests have been in- 
cluded in the recommendations. 

In making the other selections set forth here, consideration was given to 
the means through which the population of Israel could best be reached. 
Three cities—Haifa, 160,000; Tel Aviv, 420,000; and Jerusalem, 165,000—directly 
serve the needs of half the population of Israel and are important centers for 
nearby village and rural areas. It was important, therefore, to recommend 
that a large portion of the total proposed assistance go to these cities, and that 
a fair balance be maintained among the three. 

A more general—and still more important—consideration was the potentiality 
of each project for the creation of good will between the people of Israel and 
the United States. In addition to the effort made to select projects which will 
serve the various geographic areas in Israel, an attempt has been made to 
interest the many social groupings in Israel, and to include a variety of scien- 
tific, educational, and humanitarian activities. 

Special mention should be made of the proposed cultural halls at Haifa and 
Nazareth, where Arabs represent a substantial portion of the population. It is 
hoped that these, together with the assistance proposed for the YMCA at 
Nazareth, will help to provide the Arab population with social and cultural 
advantages it does not now enjoy. 

I have already mentioned some of the organizations active in music, painting, 
and sculpture which have been included in the recommendations. Through 
chairs for American literature in several Israel universities and assistance in 
the book translation and publication program, help would also be provided in 
the field of literature. The proposed program also includes the translation into 
Hebrew of classics and the publication of a number of works in both English 
and Hebrew. 

Humanitarian projects are represented by the Home for Blind Jewish Girls 
at Natanya, which engages in the vocational and psychological rehabilitation 
of blind Jewish girls, and a school for the deaf and mute which is engaged in 
similar work for other of the handicapped. It is also proposed that a bus of 
local manufacture be provided to the Israel Foundation for Infantile Paralysis 
to meet its urgent needs for transporting those crippled by infantile paralysis 
to and from rehabilitation centers and institutions. 

It is recognized that it may not be feasible in practice to carry out all the 
recommendations precisely as they are given. It has not been possible, for 
example, to check thoroughly the information presented by every institution in 
support of its proposals. This is an administrative function that should be 
performed by our Embassy and USIA personnel resident in Israel. It will also 
be important for our personnel in Israel to make the final arrangement for appro- 
priate names and other ties to the United States for the structures built and 
funds aided, thus providing permanent reminders to the people of Israel of 
our help. If, in the judgment of our representatives, this cannot be accom- 
plished to satisfaction, the assistance should be withheld. 

It is recommended that, to the maximum extent possible, assistance be pro- 
vided on a direct grant basis. This will not only make the program easier to 
administer, but it will increase the favorable impact of the aid on United States- 
Israel relations by eliminating anything that could be regarded as unnecessary 
“interference.” 
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Recommended program for Israel IMG funds 
{All amounts given in Israel pounds] 


American Israel Friendship League, Beersheba___--_________---__- 

To provide club premises for the league at Beersheba. 

The league is the counterpart of the America-Israel Society 
in the United States. Its aim is to further friendship and under- 
standing between Israel and the United States. By providing 
quarters for the activities of the league in Beersheba, where there 
are increasing numbers of new immigrants, the league would 
reach an important element of the Israel population in a newly 
developing area. 

Artists Village (Bnai Zion Foundation), Hin Hod__-__-____________ 

To construct a ceramics kiln and/or build and equip a studio 
building. 

This project gives support and encouragement to deserving and 
talented painters, sculptors, and other artists working in ceramics, 
metal, weaving, etc. American artists frequently visit and work 
in the village, where a house has been set aside for their use to 
facilitate cultural exchange between the two nations. 

Association of the Deaf and Mute in Israel ___________________ 

To complete the construction of the Helen Keller Home, which 
will serve as the center of the activities of the association, and 
where professional training will be given to those who are phys- 
ically handicapped. 

This project would assist in training persons requiring deep 
sympathy, care and skilled help before they can progress toward 
a useful life in the community. The training of the deaf and mute 
has long received wide support in the United States where tech- 
niques have been developed which are used throughout the world. 

Bar- a Trenvereenee Ok ele eS, ee LU Se es 
To build an American science wing to house - lnboratories for 
the physical sciences. 

Bar-Ilan is a relatively new institution which is introducing 
the American college system into Israel. It plans to facilitate the 
exchange of students between Israel and the United States and to 
make a special effort to create a cultural bridge between the 2 
countries. (See also Chairs in Israel Universities. ) 

Beth Emmanuel Museum, Ramat Gan_-__-_-__-~----___-_-_-_-_---- 

To add another floor, which will be used as an art gallery, to 
the museum building now being constructed. 

Among other things, the museum plans to dedicate a large room 
to American art. This will be useful for special exhibitions of 
American artists’ work and is expected to be an important means 
of showing to Israel the art and culture of the United States. 

Beth Figuier..2....6 con J oa ee EL 

To purchase a building where orphaned girls will be housed. 

This home takes care of, educates, and trains in useful occupa- 
tions homeless girls, mainly from oriental countries. The recom- 
mended allocation would allow the institution to buy another 
building, where 40 or 50 additional orphaned girls may find a 
home. 

Beth Ha'am, Jeruatlomie 200 eS Cue Lee a ole ere 

To help complete the cultural center in Jerusalem. 

This cultural center is nonpartisan and will serve as a meeting 
place for people in Jerusalem coming from a wide variety of cul- 
tural backgrounds. Educational and cultural lectures, courses, 
and seminars are held in the center. 

Beth Hanoar Haivri (YMHA; YWHA), Jerusalem_________________ 

To assist in teaching the English language. 

Most youth organizations in Israel have political connections, 
but an outstanding example of a well-organized and nonpolitical 
youth agency is Beth Hanoar Haivri, which has 600 members in 
Jerusalem and is affiliated with the World Federation of YMHA’s. 
It is proposed that a grant be made to permit this organization to 
add the teaching of English, both through its classes and its dra- 
matic group, to its other activities. 
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B’nai B’rith (Yehouda Halevy Lodge), Tel Aviv___------------~--- 


To assist in financing a revolving scholarship loan fund; the 
applicants benefiting therefrom would be those who would other- 
wise be unable to continue their studies. 

This scholarship fund—to be administered by the B’nai B’rith, 
an organization active in the United States—is planned to serve 
a continuing purpose. It would be a revolving fund, and would, 
therefore, make its impact felt in Israel for many years. 


Er ve heaih ott eratnnnste cin’ Sec hire tie cen carrie 


To purchase equipment for training boys in carpentry and as- 
sociated trades. 

Boys’ Town in Jerusalem is doing excellent work in caring for 
homeless boys and training them for useful lives. It is modeled 
on Father Flanagan’s Boys’ Town in Nebraska. Through the 
purchase of equipment which will be used to teach them a trade, 
more underprivileged boys would have an opportunity to become 
productive, useful citizens of Israel. 


a i anicrenigiensseeintgeenionshineuinsndibiaglin einer ences 


To finance the establishment of chairs in American studies at 
Hebrew University, Weizmann Institute, the Israel Institute of 
Technology (Haifa Technion), Bar-Ilan University, and the Uni- 
versity of Tel Aviv. 

It is recommended that chairs be established on a grant basis for 
a period of from 3 to 5 years, rather than on a permanent endow- 
ment basis. Chairs in American civilization, history, literature, 
government, and/or industrial management would be set up to 
present the American way of life on the university level, thus 
acquainting future leaders of Israel with the culture and accom- 
plishments of the United States. 


Chinuch Atzmai (elementary school system) ~~-----------_-------- 


To establish courses in American history, and to support the 
teaching of subjects contributing to an understanding of American 
ideals. 

Chinuch Atzmai is an independent school system in Israel. It 
proposes to introduce courses in American history, and American 
ideals are to be disseminated to Israel youth who at present have 
little or no instruction in subjects dealing with American life. 


Community centers, Nazareth, Kiryat Shmone__--__._--___---_-___- 


To construct and provide basic equipment for community cen- 
ters in Nazareth and Kiryat Shmone. The buildings would con- 
tain an auditorium for lectures, dramatic performances, and meet- 
ings; a library; a reading room and necessary service rooms. 

The Government of Israel has undertaken to provide the land 
and unskilled labor for these centers. 

The center at Nazareth would serve a large Arab population 
where there are few community amenities and facilities. It is 
hoped that the center would help counteract the influence that the 
Communists have among the population of Nazareth, and con- 
tribute toward the reduction of local tensions. 

The center at Kiryat Shmone in northern Galilee would serve a 
large population of recent immigrants and would be a center from 
which Western culture and ideas could be disseminated, espe- 
cially among Jews who have immigrated from the East. 


Council of the Sephardic Community, Jerusalem___.....-....----__- 


To construct a wing to the postgraduate college, Beit Hara- 
shall, to be devoted to the study of English, American jurispru- 
dence, and constitutional government. 

The Sephardic community in Israel is influential and well 
respected. Through the expanded study of English and American 
law and government, this important source of community leader- 
ship of the community will be given an appreciation of American 
life and thought. 


Ein Hod. (See Artists village (Bnai Zion Foundation).) 
HIAS, United Service 


To complete the construction of the HIAS (Hebrew Immigrant 
Aid Society) hostel in Beersheba and to finance the purchase of 
equipment which can be procured locally. 


50, 000 


50, 000 


400, 000 


390, 000 


250, 000 


25, 000 


45, 00 
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HIAS has long served a useful purpose in Israel. It is expand- 
ing its activities because of the service it can render in the rapidly 
developing Negev, where there are many new immigrants. 
Hadassah Medical: Organisation. nin. cee ki dln cd nena enmnd 190, 000 
To assist in the construction of an American wing to the 
mother and child center of Hadassah. 
The Hadassah Medical Organization, an American organiza- 
tion which has for many years been active in the medical and 
and social welfare fields of Israel, is planning a mother and 
child hospital in connection with its medical center in Jerusa- 
lem. This assistance would make an important contribution 
toward the completion of this worthy institution. 
Haifa mumbeinQ ey sili eth en eee cs ae 250, 000 
To construct a cultural center which would include a library, 
auditorium, gymnasium, etc. 
This project is sponsored by the Haifa municipality and has 
been selected because of the impact it would have on the growing 
city of Haifa and the surrounding area. The Haifa authorities 
plan to encourage the use of the facilities of the new center by the 
fairly large Arab population in that region. Through the center’s 
use by both Arabs and Jews, the center is expected to serve in 
bringing the two groups closer together. 
Basel? 6s. csi ceiin ce cincnsbepeekainbiendi tee ene ete 15, 000 


Hazamir is an educational, public, nonprofit body which has 
sponsored the World Assembly of Jewish Choirs. Two festivals 
have been held, in which both American and European choirs par- 
ticipated. With the proposed assistance, a third assembly can 
be held which will attract a large foreign attendance. In Haza- 
mir, representatives of a wide variety of political and cultural or- 
ganizations are united. 

Hebrew Union College. (See Israel-American Archeological Founda- 
tion. ) 
FRODECW UBIFORRIIS oiicwcs td sain wr eer sescieidigienasciod 300, 000 

To construct and equip a teachers’ training school. 

This school will be 1 of 3 schools affiliated with the School of 
Education of Hebrew University. It is to be used for training 
teachers and setting standards for education in Israel. (Since 
1947 the School of Education has been partially supported by the 
National Council of Jewish Women in the United States. The 
building would be named for a great American educator such as 
John Dewey or William Kilpatrick. 

(See also chairs in Israel Universities. ) 

Home for Blind Jewish Girls (Women’s League for Israel), Natanya_ 50, 000 

To furnish equipment for and to support the work of the Wom. 
en's League for Israel among the blind. 

This work is centered at the Batei Haluzot in Natanya, where 
blind girls are housed and given vocational training in order tr 
prepare them for an existence of dignity and self-support. At 
present, they are taught weaving, bookbinding, and music, and 
they are given courses in Braille and primary subjects. The pre- 
posed allocation would help expand the home’s facilities and con- 
tribute toward making these girls into happy and useful citi- 
zens. 

Israel-American Archeological Foundation__.....-_-.._____________ 600, 000 

To restore the historical sites of Megiddo (“Armageddon”) 
and Montfort (Crusader) and to finance a limited restoration 
of Subeita (Nabatean) ; to support joint Israel-American archeo- 
logical expeditions and excavations in Israel, especially in the 
Negev. 

These restorations are expected to call widespread attention to 
these historical sites, and would be excellent tourist attractions. 

With respect to the fieldwork, preliminary surveys indicate that 
there is a tremendous amount of archeological exploration to be 
carried out in the Negev, as well as in other parts of Israel, from 
which information may be gained which would contribute to a 
deeper understanding of our Judeo-Christian heritage. 


98466—57 4 
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Israel-American Museum Foundation___.__--_--_------------------ 
To construct a museum which would house the antiquities of 
Israel and its art treasures, and make it possible for them to be 
studied and enjoyed by all visitors to the museum. It would also 
provide facilities for scholars and laymen interested in and study- 

ing archeological problems. 

This project would serve as a center for historical studies and 
would be an important tourist attraction. It would fill a long- 
felt need in Israel, where priceless treasures and archeological 
findings are unusable for lack of display and study facilities. 

Baeidl TAS Be ea 8 kn i ee ee 

To erect a library wing to house an American law library. 

In this period of transition, when Israel is modifying its legal 
system and practice from that established by the mandate, an 
American law library would be most helpful to the attorneys and 
jurists of Israel and would promote the understanding of the 
American legal system. The association has proposed naming the 
wing after the late Justice Louis Brandeis. 

Teveel Gy HCOmce Memo cre ne ee eB oa le 

To develop the Central National Camp for Israel Boy Scouts. 

The principles of scouting are representative of the highest 
ideals of western culture and civilization; this project would 
help instill these ideals into the youth of Israel. 

Israel Conservatoire and Academy of Music, Tel Aviv_____----_-~-~ 

To construct a classroom building for the conservatoire on land 
allotted by the Tel Aviv municipality. 

The conservatoire serves as a training school for musicians, 
many of whom are preparing for positions with the Israel Phil- 
harmonic Orchestra—an outstanding musical organization. 
Nearly all concert musicians in Israel at present are immigrants 
or have been trained abroad. For the future, effective local train- 
ing is required. 

Israel Foundation for Infantile Paralysis.___._..............._._____ 

To purchase a bus of local manufacture. 

The means to transport those crippled by infantile paralysis 
to and from rehabilitation centers and educational institutions 
is urgently needed by the foundation. The bus would also be 
used to transport books and other equipment to the crippled who 
live at a distance from the foundation. This project would serve 
both humanitarian and educational purposes. 

Israel Institute of Technology (Haifa Technion) __.._..._-_________ 

To erect a hall of humanities and social sciences, which would 
include the department of pedagogy for training instructors for 
vocational high schools. 

For some 30 years the technion has been devoted to the profes- 
sional training of engineers. It is now transferring its activities 
to a new location on Mount Carmel, where it is endeavoring to 
broaden both the scientific background and general education of 
its students. Industry demands specialists who are concerned 
with human as well as physical problems. The technion hopes to 
expand its curriculum by offering courses to develop a sense of 
the economic, human, and nonscientific aspects of the managerial 
function. The proposed hall of humanities and social sciences 
would serve this purpose. 

(See also chairs in Israel universities. ) 

Jerusalem School of Archeology (Hebrew Union College) 

To finance archeological expeditions in Israel. 

The Jerusalem School of Archaeology is a branch now being 
organized by Hebrew Union College, Cincinnati, which for many 
years has participated in archeological expeditions in Israel. It 
is particularly noted for its work in the field of biblical arche- 
ology, and the president of Hebrew Union College, Dr. Nelson 
Glueck, has an unusually wide competence in the archeological 
field. This work should be closely coordinated with the work of 
the Israel-American Archeological Foundation (see above). 


50, 000 


10, 000 


30, O00 


14, 000 


300, 000 


50, 000 
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Kfar Silver Agricultural Training Institute__..___..__._..__---.--__ 

To construct an agro-mechanics building, workshop, and car- 

pentry shed, a medical clinic, and physics, chemistry, and biology 
laboratories buildings. 

This agricultural training institute is named in honor of the 
prominent American-Jewish leader, Rabbi Abba Hillel Silver. It 
encourages private enterprise in agriculture and trains students 
for agricultural employment. 

Kinneroth Esco Music Center (Ein Gev)—---.--_--.-___--___----.- 

To complete the concert hall at Ein Gev where music festivals 
and concerts are held. 

The various festivals held at Ein Gev, patterned on Tangle- 
wood, are outstanding in the cultural and musical life of Israel. 
They attract a large audience from Israel and abroad. Aside 
from its national and international appeal, the center serves as 
a point from which western culture is disseminated among the 
residents of the area. 

Mobile cineshaéd:and libraties. ...21.25-G wd a ee 

To contribute toward purchasing and equipping mobile motion- 
picture units and libraries ; to pay operating costs and salaries of 
projectionists and drivers for a trial period. 

One of the most important means through which American 
ideals and culture could be spread is through motion pictures— 
particularly through documentary films. In the border settle- 
ments located in remote areas, distant from the urban centers, 
the settlers (many of them new immigrants) are hungry for 
cultural contacts, and mobile cinemas showing American films 
would have a strong impact. Mobile libraries distributing Ameri- 
can books and magazines from the United States Information 
Service Library in Tel Aviv would also be well received and most 
effective in achieving this purpose. This activity should probably 
be taken up by the United States Information Agency as a part of 
its regular program. 

ORT. (See Translation and publication program. ) 
Pardess. . Bate: DApObOrO 14 ads. cli cen 2 esas 

To construct and equip a nursery. 

The operation of nurseries for underprivileged children and 
orphans is one of the many fine social welfare projects carried on 
by the Agudath Israel World Organization. This project com- 
bines educational and humanitarian activity in a worth-while 
area. 

To organize a permanent summer camp for underprivileged 
children. 

P’eylim is an organization of American student volunteers in 
Israel which is working toward the integration of the new immi- 
grant children in Israel, while advancing American ideals of open- 
mindedness, fair play, and democracy. A permanent summer 
camp where its activities could be expanded and coordinated 
would do much to carry out this useful work. 

Rabbi Kook Foundation. See Translation and publication pro- 
gram.) 
Science Laboratory, Herzlia High School, Tel Aviv__.___-.--__-___~ 

To construct and equip a laboratory which is intended to serve 
as a pilot project and which would help to guide Israel educators 
in planning the curricula of Israel high schools. 

It is proposed to name the laboratory after the American states- 
man and scientist, Benjamin Franklin. A laboratory of this type 
would be helpful in planning for the future of scientific education 
in the high schools of Israel. 

Technion. (See Israel Institute of Technology.) 
Tei Aviv Guitmrel) Gunter ic) wcaiislouess okie ee ee 

To assist in the completion of the Tel Aviv Cultural Center, 
Which will serve as a gathering point for civic and cultural groups 
in Israel and will house the Israel Philharmonic Orchestra. 

The large foyer will be made available to the United States Em- 
bassy in Tel Aviv for meetings, receptions, ete. This project is 
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85, 000 


50, 000 


175, 000 


55, 000 


40, 000 


50, 000 


300, 000 
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sponsored by the municipality of Tel Aviv, and will serve as an 
important center for culture and education in Israel as a whole. 
Torah  Bhelewsaly:. Mee iscsiiis. wesc dics walestdcnboncse pense < 

To purchase locally a valuable library of 4,000 volumes which 
would add greatly to the research facilities of the institute. 

The institute is sponsored by the American Biblical Encyclo- 
pedia Society for the purpose of fostering biblical research. The 
membership of this cultural organization includes outstanding 
scholars and community leaders. The purchase of this library 
would assist the institute in its worthwhile task of translating 
and publishing biblical literature. 

Translation and publication program_.___..----.------------------ 

These funds would be used to finance the translation of Ameri- 
can and world classics into Hebrew; at least 50 percent of these 
translations would be of American books, including translations 
of American textbooks and technical manuals which would be 
used by workers and foremen in industry. 

It is believed that the translation of technical books would be 
helpful in encouraging private initiative in industry, and in 
spreading American technical knowledge to the worker level in 
Israel. The Israel Government would supervise much of the trans- 
lation work. In addition, it is recommended that the following 
organizations or institutions participate in this allocation: The 
Rabbi Kook Foundation, The World Academy of Higher Jewish 
Studies in Jerusalem, and ORT. 

United States Information Center and Library_____.-__-__-__----~~ 

To construct a library, auditorium, workshops, and offices for 
the United States Information Agency, exclusive of those offices 
included in the United States Embassy Building. 

This proposal would save United States tax money by invest- 
ing a Government-owned building which would provide more ade- 
quate facilities for the information program in Israel. 

University and teacher-training scholarships_______-__-.-_-_------- 

To finance Israel scholarships over a period of 8 to 5 years at 
Hebrew University, Weizmann Institute, the Israel Institute of 
Technology (Haifa Technion), Bar-Ilan University and the 
University of Tel Aviv, in courses of study which would contribute 
to closer United States-Israel understanding. 

University of Tel-Aviv. (See Chairs in American universities.) 
Water. Dowmlitns | Meveereh. 2. ba seh ick 

To finance a program of scientific research and development 
in the field of desalting of water. 

This project is to be carried out in conjunction with the Weiz- 
mann Institute and would be related to the desalination research 
coordinated by the United States Department of the Interior. 
The results of this study should be of great value to both the 
United States and Israel. 

Weizmann Institute. (See Water desalting research.) (See also 
Chairs in Israel universities. ) 

World Academy of Higher Jewish Studies in Jerusalem. (See Trans- 
lation and publication program. ) 

World ERIsc0ry. Of TRO JOWISD- FOND o ik ein ceed wees... 

To finance historical research on the Jewish people. 

The overall objective of this special organization, operating 
under the name, “World History of the Jewish People,” is to pub- 
lish a new history of the Jewish people, of which a part will be 
devoted to the establishment of the State of Israel and the part 
that the United States and American Jewry played in it. It is 
proposed that assistance be provided toward the latter work. 

Young Men’s Christian Association—Nazareth______________-______ 

To provide a building for the Nazareth YMCA. 

The Young Men’s Christian Association in Nazareth is under 
the administration of the American and Canadian National 
Board. While the organization is already carrying on useful 
work in Nazareth among the Arab population, it is believed its 
influence would be greatly increased if it had more suitable quar- 


20, 000 


400, 000 


475, 000 


100, 000 


200, 000 


50, 000 





INFORMATIONAL MEDIA GUARANTY PROGRAM 49 


ters at its disposition. This would help it to combat the influence 
of the Communist elements which are active in that area. 
Zebulon Israel Seafaring Society._....-.....--L.----_---.-u---- 2. 10, 000 
For repairs to engines which the society can use to expand its 
activities. 
The society was founded 20 years ago as a nonprofit organiza- 
tion to train young men for the merchant marine. 
It has maintained ties with similarly interested groups in 
the United States, and a small allocation of funds would be very 
helpful in carrying on this useful work. 
Zionist 'Orgunisation of “Ameries.2- 225 26 e LE ek 75, 000 
To establish a bureau of information on America, to establish 
classes in English and American literature, to finance seminars 
on American topics, and to reconstruct the library, theater, and 
concert hall of the ZOA House, Tel Aviv. 
The ZOA House is sponsored by the American Zionist Organiza- 
tion. The American character of the sponsoring organization and 
its influence on a number of groups in Israel make it desirable to 
help this organization to encourage interest in the United States. 


AGmnieiateaee £16 ie isso leu ee a ee ble eee 20, 000 
OWE Ait Ue S aki aed. bbe eR a Se 7, 000, 000 


CONCLUDING OBSERVATIONS 


The overwhelming favorable response in Israel to this mission, as illustrated 
by the press reaction, the reactions of political leaders, and, most important of 
all, the reactions of countless people in the rank and file of organizations reach- 
ing into every strata of Israel life suggest that local currency funds may also be 
useful in other countries to promote friendly relations with the United States 
through science, education, and culture. This would provide a dramatic new 
approach to one of the most basic problems in our foreign relations—the creation 
of good will for our own country among the broad masses of foreign peoples. 
This approach has a number of important points to commend it: 

(1) The other means at our disposal, as the Department of State and United 
States Information Agency have often pointed out, are limited in the extent to 
which they can appeal to many segments of foreign populations. The effective- 
ness of the United States Information Agency has, by all reports, been increas- 
ing, and the educational exchange program of the Department of State is under- 
stood to be doing a fine job among English-speaking students, teachers, and Gov- 
ernment leaders. We have not, however, developed adequate means to reach 
deep into the population of many countries. 

(2) Any assistance given to educational, scientific, and cultural institutions 
abroad comes immediately to the attention of large numbers of interested peo- 
ple, working voluntarily in those organizations, in a sense that other types of 
aid often do not. Frequently the very types of economic and technical assistance 
that are most effective have little impact on the masses of people until, with the 
passage of time, general living standards are improved. Even when that time 
arrives, little credit may be given to the United States because of the impersonal, 
long-term nature of the assistance. While this makes such assistance no less 
necessary, help to educational, scientific, and cultural organizations is direct and 
personal, and the dividends in friendship and good will are therefore immediate. 

(3) The sharing by the United States of its technical knowledge, even where 
our assistance is widely known and appreciated, necessarily implies a measure 
of United States superiority which is often privately resented. In a program of 
the suggested type we can meet the foreign people on a basis of complete mutual 
respect. Our assistance need have no connotations of superiority; it may even 
provide the means to show our recognition of the fact that we have many things 
to learn fror: others. More than that, in the scientific field we may well assist 
other countries in developing principles and techniques which will benefit our- 
selves. 

(4) Economic aid for development purposes is necessarily expensive. Tech- 
nical assistance, while requiring smaller sums, demands the presence abroad of 
highly salaried technicians, paid in dollars. Assistance with a widespread im- 
pact in the educational, scientific, and cultural fields can be provided with local 
currencies already in the possession of the United States, and the amounts needed 
are small. 
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(5) While the proposed approach is a new one, the granting of assistance to 
educational, scientific, and cultural institutions, many of them with important 
humanitarian responsibilities, would, nevertheless, fall within a great American 
tradition. We have been known throughout our history as a people with a 
heart, always ready to provide assistance to sufferers from earthquake, faminine, 
and other catastrophes. Our major aid programs are representative of this 
Same generosity of spirit, but they are planned and administered on the basis 
of cold technical and economic facts. Yet the greatest United States successes 
in making friends abroad have been those in which we have acted in a direct 
and human way. I respectfully suggest that we continue to follow this winning 
combination of warmth and effectiveness by adopting the proposed new ap- 
proach to the making of friends abroad. 


APPENDIX 


PRESS AND RADIO REACTION 


One of the most significant aspects of my mission was the reaction of the 
Israel press and radio. For a long period, the press had been concentrating on 
the need for arms and the danger of Arab attack. Resentment was being voiced 
daily at the failure of the United States to supply defensive arms and equipment. 
In spite of all this, the press—which is a free press and voices opinions running 
from the extreme left to the extreme right—was nearly unanimous in greeting 
my mission with warmth and cordiality. The same was true of the Israe! 
radio. This reaction enabled me to publicize the purpose of my mission and 
secure the widest coverage for the theme of investment in friendship. The 
following are excerpts from the press and radio which throw light on their 
reaction to my mission. Woven around a pattern of human-interest articles. 
such as Man with a Mission, United States Invests in Culture, United States 
Invests in Friendship, are some of the excerpts of the press of Israel in relation 
to my mission. 


Herut, January 29 
“SPECIAL CONSULTANT ON USE OF UNITED STATES FUNDS IN ISRAEL CURRENCY 


“Mr. Katzen * * * will present his suggestions and advice to the United 
States State Department on how to use those funds for the benefit of science. 
education, and culture in Israel and for stronger ties between the two countries.” 
Jerusalem Post, January 29 


“Mr. Katzen * * * told newspapermen the accumulated funds would be used 
to further scientific, cultural, and educational institutions in Israel so as to help 
build a ‘close affinity between Israel and the United States.’ ” 


Jerusalem Post, February 15 
“UNITED STATES CULTURAL FUNDS TO BE INVESTED HERE 


“The money * * * would be used in educational, scientific, and cultural fields 
so as to bring a closer affinity between Israel and the United States, the American 
State Department special envoy promised on arrival * * *.” 

Haboker, February 15 
“Money will be used to set up enterprises and institutions which will help 


* * * Tsrael and aid the country’s cultural and economic development in close 


cooperation with the United States * * *.” 
Haboker, February 16 

“* * * Nation welcomes Mr. Katzen * * *.” 
Radio Kol Israel, February 20 


Mr. Katzen stated “that he was particularly impressed with the scientific, edu- 
cational, and cultural institutions in Israel and their development plans, and he 
declared that Mr. Dulles expressed to him before his departure his satisfaction 
that the funds in question would be used to the benefit of such institutions.” 
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Jerusalem Post, February 21 
“THIS MAN IS GIVING OUT 6% MILLION POUNDS [WITH PICTURE] 


“* * * Every scientific, cultural, and educational] institution in Israel will have 
its claim for assistance considered. Bernard Katzen, United States State De 
partment cultural envoy, told the press * * *.” 


Haaretz, February 21 
“BERNARD KATZEN’S VISIT 


“* * * Secretary Dulles sent Katzen to Israel to deal with the distribution 
of these funds amongst the appropriate institutions here * * * After he decides 
how the money should be distributed, he will submit a report to Secretary 
Dulles * * *” 


Davar, February 21 

“* * * United States Government has decided to allocate the 614 million 
pounds for cultural, educational, and scientific purposes in Israel, Bernard 
Katzen, special envoy, disclosed * * * Will meet with Israel Government and 
United States Embassy * * * Make his report to the State Department * * *” 


Al Hamishmar, February 21 

“The United States State Department special cultural envoy, Mr. Bernard 
Katzen * * * is preparing in cooperation with United States Embassy a plan 
for distribution of a grant in the amount of 6,500,000 pounds amongst the cul- 
tural, educational, and scientific institutions in the country * * * Mr. Katzen 
said many things in praise of the State of Israel and its cultural standard.” 
Haboker, February 21 

“* * * The United States Government invested $10 million in the IMG pro 
gram, $4 million of which is in Israel alone * * * It was decided on its gratis 
distribution among Israel institutions * * * Dulles appointed Katzen to carry 
out this mission in Israel * * * Mr. Katzen added that, after a study of the 
matter, he will report to Mr. Dulles. * * * The final decision will be made 
by Congress * * * in the opinion of the guest, the agreement of Congress might 
serve as a precedent for the future.” 


Lamerchav, February 21 

“Mr. Katzen said that, during talks he has had with the United States Secretary 
of State, the latter expressed that these funds should not be used by the United 
States Government for its own purposes, but should be given to Israel for their 
development.” 
L’Echo de Israel, February 21 

“Mr. Bernard Katzen * * * special envoy to Secretary Dulles, said 6,500,000 
pounds are to be distributed amongst the cultural and scientific institutions of 
Israel.” 
Letzte Nyes (Yiddish), February 21 

(Same as L’Echo de Israel, above.) 
Maariz, February 21 

“UNITED STATES EMBASSY WAITING ROOM CHOCK FULL 

“Katzen * * * here on a very important mission on behalf of Secretary of 

State Dulles to distribute 6,500,000 Israeli pounds.” 


Jerusalem Post, February 22 
“UNITED STATES INVESTING IN FRIENDSHIP 


“* * * Tnited States is making an investment in friendship by giving away 
to Israel scientific, cultural, and educational bodies the 6,500,000 pounds it has 
accumulated from June 1952, said Bernard Katzen, special consultant to the 
State Department.” 
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Jerusalem Post editorial, February 22 
“INVESTMENT IN CULTURE 


“In June 1952, Prime Minister Ben-Gurion and the late United States Am- 
bassador Mennet B. Davis signed an agreement under which Israel would be able 
to import American books, periodicals, and newspapers against dollar payments 
by the United States Government to American publishers. The books were to 
be paid for in Israel pounds and the money realized to remain in Israel. 

“In less than 4 years which have elapsed since that time, a sum of IL6.5m. has 
accumulated here. Visiting Israel at the moment is Mr. Bernard Katzen, special 
State Department consultant on the use of local currencies acquired by the 
United States in Israel under this scheme, which is now called the information 
media guaranty program. He is working out a series of recommendations for 
the use of this money for cultural purposes within Israel and, in his own words, 
it will be a gift ‘with no strings attached’ to the organizations and purposes 
selected for benefit. 

“Mr. Katzen’s visit serves to highlight the tremendous impact this farsighted 
scheme of the investment of the spirit of a great people in the spirit of other 
peoples, which the IMG program has had in Israel and other lands. That this 
country alone has taken 40 percent of all the books allocated under the scheme 
is an indication of the local thirst for knowledge of America and what its writers 
have to say. Although to the superficial observer IMG may appear too much in 
the guise of the floods of popular paperbacks, the greatest emphasis of the 
scheme has been on the vertiable flood of major works on science, philosophy, 
art, good literature, criticism, poetry, and every facet of human knowledge. 

“Because of the paperbacks, together with a good deal of the meretricious 
product of Hollywood, there is sometimes a temptation to overlook the domi- 
nating position in the Western world that America occupies in culture and the 
pursuit of goals of the spirit. Probably in no other country in the world is there 
so much serious music heard, are so many scholars given facilities to work in 
conditions favorable to spiritual growth. Scientific research institutes abound 
and in this connection science has a very wide connotation ranging through 
things material into those bordering on the vast unexplored areas of the mind 
and the general context of human behavior. If America has won undisputed 
first place in our modern technological civilization, it has paralleled that achieve- 
ment in the cultural and spiritual sphere; very much in the same way as the 
golden age of the Italian renaissance owed so much to the nexus between those 
who labored in statecraft and commerce and those whose field was the ex- 
pression of the age through the flowering of the intellect. 

“In fact, it has been said that today American technological development has 
reached the state where it passes over naturally into the fields of art and aesthe- 
ticism and the two being fused together into a new phenomenon of wholeness 
which blurs the outmoded clear-cut line which once demarcated the two. 

“Through the IMG program Israel is being given an opportunity to come close 
to the new values being worked out in the United States. It is indeed a noble 
crowning of the process that the material revenue which came out of the venture 
should now be reinvested in further cultural advances and in fostering through 
such channels an affinity between two peoples.” 


Nowiny Poranne Morning News (Polish), February 23 

“* * * Mr. Katzen came as an adviser of the State Department to recom- 
mend to his Government how this money should be distributed among scientific 
and research institutions. The plan looks beautiful indeed * * *. The idea is 
excellent * * *. Shows American Government willingly offers us this money 
and eager to help our scientific institutions * * *.” 


Kol Israel, Kol Zion Lagola, February 24 

(Quoting Mr. Katzen in a radio interview : ) 

“It was my pleasure to discuss the situation with Secretary of State John 
Foster Dulles and I am very happy to say that the Secretary of State was warmly 
receptive to doing something about these Israel pounds * * *. When we dis- 
cussed the question of allocating them for the scientific, cultural, and educational 
institutions of Israel he readily acquiesced. He thought it was a wonderful thing 
and he thereupon appointed me as a special consultant * * * to recommend 
how these funds should be allocated and granted. * * * The United States does 
not invest these funds for commercial benefits. We do not make a profit on it. 
These are out-and-out grants. Our Government’s only investment, Mr. Dulles 
only investment, our hope for investment returns, are in friendship * * *. This 
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is what we hope to achieve and we know we will achieve because what has already 
been demonstrated and what I have seen here in this country is the good will, 
the closer affinity between the United States and Israel in the scientific, cultural, 
and educational fields.” 


Davar, February 26 
“AMERICAN BOOK SALE FUNDS—INVESTMENT IN FRIENDSHIP 


* ‘Phe sum of 6,500,000 pounds which will be spent in Israel on development of 
cultural projects are an investment in Israel-American friendship.’ Mr. Katzen, 
State Department special envoy to Israel said these words at a meeting of the 
Commercial and Industrial Club in Tel Aviv.” 


Jerusalem Post, February 26 
“MAN WITH A MISSION 


‘“* * * He is special envoy to United States Secretary of State John Foster 
Dulles and his job here is to work out plans for allocations of money * * *. 
Mr. Katzen said his task was the token of good will between the United States 
and Israel and I feel good about it because anybody who helps foster good will 
and friendship has the right to feel good * * *,.” 


Here and Now, weekly magazine, February 29 
“A LAVISH GIFT FROM WASHINGTON 


“* * * Mr. Katzen regards his own mission as being in line with American 
record of mutual assistance.” 


Jerusalem Post, March 2 
“KATZEN LAUDS UNITED STATES—ISRAEL AFFINITY 


“The IL7.5m. that had accumulated here for the United States Government 
trom the sale of American publications, and which is to be spent here, were an 
‘investment in friendship,’ Mr. Bernard Katzen, the United States Secretary of 
State’s special envoy, said at a cocktail party in his honor at the Dan Hotel to- 
night, on the eve of his departure after a 2-week stay. 

“Mr. Katzen will present his recommendations to Mr. Dulles on how best to 
spend this sum, ‘to further this country’s cultural, scientific, and educational 
development.’ No formal commitments have yet been made on the many sug- 
gestions that Mr. Katzen heard here and abroad. The final recommendations 
would be made after consultations with the Israel Government, the State Depart- 
ment, USIS, and USOM, Mr. Katzen said. 

“*To leave this hospitable State of Israel after so short a time is to me a 
matter of profound regret. To come to this country as messenger of goodwill of 
my Government has been a unique experience, one I will cherish in years to 
come. 

“‘During my brief stay I have had the opportunity to witness some of the 
splendid characteristics which make for the vitality of Israel. My impressions 
have been manifold. But they have all confirmed my conviction that our two 
countries are firmly tied together by common aspirations. 

“*The purpose of my mission * * * is to make recommendations to Secretary 
of State Dulles on the use of some IL7.5m. that have accumulated here to the 
credit of the United States Government from the sale of American publications 
under the information media guaranty program. 

“This program launched in 1952 in cooperation with the Government of 
Israel, has enabled this country, as it has nations elsewhere, to acquire American 
literature, records, ete., for local currency, while the United States Government 
has reimbursed the American publishers in dollars. 

“‘Tsrael’s share in this plan has been considerable—some 40 percent of the 
total volume transacted by the United States in all countries that have sub- 
scribed to it. This substantial percentage is eloquent testimony, not only to 
Israel’s cultural stature, but also to the affinity that exists between our two 
countries,’ Mr. Katzen stated.” 


Senator Mansrietp. We will now hear from Mr. Eric Johnston, 


president of the Motion Picture Producers Association. 
Mr. Johnston, we are delighted to have you here. 
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STATEMENT OF ERIC JOHNSTON, PRESIDENT, MOTION PICTURE 
EXPORT ASSOCIATION OF AMERICA, WASHINGTON, D. C. 


Mr. Jounston. I have a prepared statement which I would like to 
read because it describes some of our activities under IMG programs. 
At the conclusion, if you would care to have me do so, I could go into 
a little detail with you about Russian films in various areas of the 
world, and what they are trying to do with these films. 

Senator Wier. Can you talk about ballistic missiles and satellites, 
too? 

Mr. Jonnston. I am afraid I cannot do that. It is not my field. 

My name is Eric Johnston. I appear here in my capacity as presi- 
dent of the Motion Picture Export Association of America, which 
comprises the 10 principal exporters of motion pictures. 

I appreciate this opportunity to appear here to discuss the motion 
picture phase of the informational media guaranty program. 


BENEFITS FROM THE PROGRAM 


I would like to say right off, Senators, that in my judgment the 
American taxpayers has received a big bargain from motion-picture 
operations under the guaranty program. 

It has been a bargain because the program has enabled private 
American industry to carry out at low cost an established and settled 
congressional policy aimed at spreading the story of American democ- 
racy. 

I would like to give you a few facts and figures to document my 
belief that the IMG program is sound, effective, and plays a vital 
part in our country’s effort to win the minds of men in the struggle 
against international communism. 

Between 1949, when the program began, and June 30 of this year, 
the Government issued $51.5 million in contracts. Of this total, 
motion pictures accounted for $7.9 million or about 15 percent. 

In this same period, the Government actually paid out $30.5 mil- 
lion in exchange for local currencies. Of this total, motion picture 
interests received $5.7 million, or about 19 percent. Thus, 81 per- 
cent of the funds went to other United States information mediums. 

The motion picture program has operated in only four countries. 
Today we operate in three—Yugoslavia, Turkey, and Vietnam. Be- 
tween March of 1949 and early 1952, we also operated in Ger- 
many. Now, I would like to describe these operations in more spe- 
cific detail. 

MOTION PICTURES IN GERMANY 


Few know better than you do, Mr. Chairman, what the situation 
was in Germany in 1949. The country was in a ferment, seething 
with conflicting ideological and social concepts. Germany was just 
beginning the long uphill struggle for economic revival. It was 
touch and go whether it could recover economically. It had no dol- 
lars. Moreover, Germany was a battleground in the struggle be- 
tween East and West. Russia was ruthlessly pursuing its goal to 
communize Germany and Europe. Our Government threw every- 
thing it had into this fight to keep Germany a free nation. 
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I was in Germany during that period. I think it can be said with- 
out qualification that American motion pictures had an important 
es in helping win that ideological war, just as they are helping ir 

ermany today. 

Our movies dominated the screen playing time of German theaters. 
The German people loved them, and went to see them in tremendous 
numbers. They sold America—the American way of life—more 
captivatingly and more effectively, perhaps, than any single medium. 
In showing how America lived, worked, played and worshiped 
they portrayed convincingly what American democracy had to offer 
mankind. 

What did this cost American taxpayers? Not 1 cent, because in 
those 4 years the entire $3,803,965 paid out for the films exhibited 
in Germany was recouped by our Government through the sale of 
marks, 

YUGOSLAVIA 


In Yugoslavia, the motion picture program has been in operation 
since October 1, 1952. I do not need to remind you, Senator, of 
Yugoslavia’s economic difficulties during the past 5 years. It was 
obviously impossible for us to do business there on any normal com- 
mercial basis. 

Yet, there was great need for the American story to be told in 
Yugoslavia. The American motion picture industry applied for 
media guaranty contracts. The result, I think, has been most il- 
luminating. 

In the last 5 years more than 400 United States pictures have played 
in Yugoslav theaters. Our pictures occupy more than 60 percent 
of all screen playing time in the two principal cities, Belgrade and 
Zagreb. 

In the first 6 months of this year, out of a total of 54 motion pic- 
tures played in Belgrade, 29, more than half, were American-made, 
In that same period only one Soviet Russian picture was played. 
In Zagreb, the Russians had 4 pictures representing about 5 percent 
of the 72 pictures played, while we had nearly 53 percent of the 
total. 

The figures are equally impressive with relation to play dates. 
American pictures had nearly 60 percent of the play dates in Belgrade 
and Zagreb the first 6 months of this year. 

Senator Mansrietp. What do you mean by play dates, Mr. 
Johnston ? 

Mr. Jounston. That means the number of pictures multiplied by 
the number of days they were shown. We had 596 play dates com- 
pared with 9 for the Russians in Belgrade, and 700 play dates com- 
pared with 37 for the Russians in Zagreb. Moreover, the average 
American picture played 18 to 20 days in those 2 cities while the 
average Russian picture played only 9 days. 

I wonder, Senator, what would have happened if no American 
motion pictures had been available in Yugoslavia during these past 
5 years. Is there any doubt whose pictures would have filled that 
vacuum ? 

Now, what did this program cost the Government—the American 
taxpayer? Well, up to June 30 of this year, American motion-picture 
companies had received $1,832,641 for their Yugoslav currency. No 
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one can say now whether any part of this will be a loss to the Govern- 
ment. Only when the final accounting is made will the complete 
facts be known. 


You understand, of course, that these American pictures are not: 


giveaways. The Yugoslavs buy them just as shrewdly as does the 
American theater owner, and they bargain just as hard. They buv 
those pictures on which they think they can make a profit. 


TURKEY AND VIETNAM 


I shall refer only briefly to Turkey and Vietnam. We have been 
operating in both countries only a year, and there are few statistics 
available. 

We are doing business in both countries under the guaranty pro- 

ram because, frankly, there is no other way to provide for the distri- 
Gatien of United States motion pictures in either place. 

In Turkey we carried on in normal commercial practice for years 
until the worsening foreign-exchange situation compelled us to resort 
to the guaranty program. Even now, under the guaranty program, 
the Turkish authorities do not permit unlimited buying of pictures. 

In the past year, contracts have been issued for the distribution of 
165 pictures in Turkey, although all of these have not yet been ex- 
hibited. These contracts in dollar value come to $586,000 but United 
States companies thus far have received only $145,230 in exchange for 
the Turkish lira for which the pictures were sold. 

Vietnam, as a new state with all of the tremendous problems that 
accompany the emergence of a new nation, is also suffering a dollar 
shortage. Yet it is an outpost in the ideological war against inter- 
national communism. 

In the year we have been operating under the guaranty program, 
295 American motion pictures have been contracted for. These con- 
tracts represent a total value of $536,155 although only $11,250 has 
been paid out. 

I hope that when you review the media program operation next 
year, I will be able to give you more details about our operations in 

oth countries. But already we know that American pictures are 
immensely ee play to enthusiastic audiences, and are doing a 
good job of selling America in both countries. 


MOTION PICTURE INDUSTRY'S OWN EFFORTS 


The American motion-picture industry has been, as you may have 
gathered, Mr. Chairman, reluctant to make use of the media guaranty 
peace except where conditions have dictated it. We prefer to 

andle our own affairs without handouts or subsidy. 

In this respect we are unique among world motion-picture busi- 
nesses. In other countries, the production of pictures—and in many 
even the exhibition—is either owned by government, or controlled by 
government, or subsidized by government. 

In our role as private American businessmen seeking to do business 
throughout the world, we face countless problems. These take the 
form of discriminatory taxation, and quotas, and tariffs, and limita- 
tions on conversion of our earnings. There are very few countries in 
which we can freely convert our dollars. In some countries our earn- 
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ings are frozen; in many we are limited in the amount we can convert. 
Even when we can take our funds out, often we must do so at a sub- 
stantial discount. 

Senator Mansrievp. Mr. Johnston, for a long time after the war 
there were certain countries, were there not, where the earnings of the 
motion-picture industry, through the sale of films, were frozen over 
a considerable period of time? 

Mr. Jounston. Yes, that is still true. 

Senator Mansrrexp. Still true? 

Mr. Jounston. Yes, sir; and we work those earnings out, Mr. Chair- 
man, in a variety of ways. We think we are real entrepreneurs in 
doing this. For instance, we are using frozen lira to build some ships 
in Italy, which will be sold to American companies for dollars. 

We Live engaged in other activities. We have used frozen schil- 
lings to build ships for the carrying of iron ore from Sweden to Spar- 
rows Point, Md., and have sold those to American companies, in 
America. 

We have bought free-mined gold abroad and sold it in world 
markets. 

We have built churches abroad and been paid for them in United 
States dollars here. 

We built a powerplant in Japan, this last year, and are guaranteed 
to be paid by the Japanese Government over a 6-year period in dollars 
in New York. 

We have done many, many other things, Mr. Chairman, and are 
constantly alert to work out programs to unblock funds. 

We have been reasonably effective in doing so. Only when we can- 
not absolutely do anything about it do we apply to IMG. 

Senator Mansrrerp. As I understand it, you are using your own 
business ingenuity to work yourself out of these frozen-fund prob- 
lems, and to get back in some manner or other an equitable return on 
your investment. 

Mr. Jonnston. That is correct, sir. 

Senator Mansrierp. It sounds very good. 

Mr. Jounston. Very rarely do we resort to other means than our 
own ingenuity and sometimes we do even a spectacular thing. For 
example, a number of years ago, we raised a sunken tanker from the 
harbor of Marseilles with frozen francs, and we repaired it with frozen 
francs and then sold it to an American oil company for dollars. 

We do things of this nature and we think we are real entrepreneurs 
to do things to get our money out. 

Senator Mansrrexp. I think you are to be commended. I did not 
know about the things you were doing, and it sounds all right. 

Proceed. 

Senator Wier. That is what you call Yankee ingenuity. 

~ r . . = 

Senator Mansrretp. Western Yankee ingenuity. 

Mr. Jounston. Thank you. I spend about 85 percent of my time 
on those types of things around the world, Senator. 


VALUE AND NEED FOR IMG 
But these fiscal conditions, instead of improving, are gradually 


becoming worse. Deteriorating financial and economic situations 
make the media guaranty program more essential than ever. 
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I must tell you quite frankly that our industry will be compelled to 
utilize it more in the near future or abandon some markets to sub- 
sidized films of other countries. 

Summarizing, Mr. Chairman, I want to emphasize these points: 

First, as one who has traveled widely and observed our various 
foreign-aid projects in operation, I firmly believe, Mr. Chairman, 
that the informational media guaranty program is perhaps more 
effective, more economical and has more nearly carried out the 
original congressional objective than most. 

Certainly, from the vantage point of our industry, there can be no 
doubt that the program is intelligently planned and prudently ad- 
ministered. It is, in fact, an example where the oft-maligned bu- 
reaucracy of Government does a shrewd businesslike job. 

Moreover, the cost is low by any standard of measurement, and I 
hope the Congress realizes that. The attendance and payment figures 
cited earlier indicate that the cost per person per movie viewed is in 
the order of 1 cent. And I think, gentlemen, it is probably a good 
deal less than that. Probably more nearly in the order of a half of a 
quarter of a cent, on the average. 

This is phenomenal when you consider what we get in return. A 
person who neither reads, writes, nor speaks English gives his undi- 
vided attention for an hour or more to a message from America. Even 
if the guaranty programs were out and out subsidies and the Govern- 
ment never recouped a cent, this proves why they are economical as 
well as wise investments. 


CONTINUATION OF PROGRAM URGED 


Second, I want to urge most strongly that the guaranty program 
be continued. In fact, the only criticism I have is that it is not operat- 
ing in enough countries. 

I am aware that many serious questions will face the Congress next 
year with respect to foreign aid as a whole, but I would like to say 
most respectfully that in my judgment it would be short-sighted and 
unwise to curtail or eliminate the informational media programs. 

I say this because the more I see of the world and its leaders the 
more I am convinced that our safety, the future well-being of our 
people and of all people, lies in our ability to convince mankind that 
we of the West want to live at peace with the world. 

The war we are fighting is a war for the mind of man. The Rus- 
sians understand this, and they are waging it craftily and relentlessly. 
On our part, this war warrants no less attention than the development 
of guided missiles and hydrogen bombs. It ought not to be a side 
issue. It is a major operation by the Communists. It ought to be a 
major operation with us. It deserves, and I hope it will have, the 
fullest support of the Congress. 

Senator Mansrrevp. It is an excellent statement. 

Senator Wiley. 

Senator Wirey. I understood he wanted to add to this statement. 


SOVIET FILM PROGRAM 


Mr. Jounston. I would be delighted to talk to you about anything 
outside, but I thought you might be interested in a little of the diffi- 
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culties which we encounter in many other countries, with Russian 
films as an illustration. 

The Russians are getting much more active in film distribution 
than they have been in the past. They are doing this through various 
means. They have come to the conclusion that a motion picture made 
in the Soviet Union and exhibited in various areas of the world is an 
excellent propaganda weapon for the Soviet Union. 

Now, I have seen many of these films. Some of them are rank 
distortions of fact. Some of them, on the other hand, are exceed- 
ingly well done technically and very adroit in the propaganda which 
they portray, particul: uly to viewers in undeveloped countries. 

To get these pictures shown in many areas is difficult and has been 
difficult for the Russians. They have in the past, and in the recent 
past, resorted to either the pure she ase or lease of theaters, to get their 
pictures shown. Moreover, they give away tickets to people in the 
area, usually factory wor kers, to see the pictures, and even then they 
have not been as successful as t hey would like. 


NEW SOVIET MOVES IN THE FIELD 


They have more recently engaged in what they call an exchange 
program. They will go to a country, an undeveloped country, whose 
film industry may be embryonic, and they will agree to exchange a 
Russian film on a no-charge basis for a film of that country, with the 
ostensible understanding that they will show this film of the unde- 
veloped area in Russia and the Russian film is to play in undeveloped 
country. 

I have been in Russia and I have never seen any of these exchange 
films. I have been in Russia several times and I have never seen any 
of these films shown in the Soviet Union. However, they may do so. 
But the country involved gets the Russian picture on a no-charge 
basis and it is then shown quite extensively through their area. 

Take India as an illustration. American newsreels have been 
shown quite extensively in India, and so were British newsreels until 
recently when the exchange restrictions and other provisions made it 
almost impossible for us to continue operation there. 

At the present time, only one American newsreel is showing at all 
in India. But the Russians have a newsreel that is showing there 
quite extensively and is on a no-charge basis to the theaters involved. 

I do not need to emphasize that the news in the Russian newsreel 
is usually of a highly commendatory nature as far as the Soviet Union 
is concerned. 

More recently they are also adopting a policy of staging film fes- 
tivals in various areas. I believe 3, and possibly 4, of these film festi- 

vals have been held in India within the last year. 

For these film festivals they bring in Russian movie stars and 
producers and directors and Russian equipment, and a whole coterie 
of people. They attract a tremendous amount of attention, and have 
had large audiences for these film festivals. They have held a festival 
this past year in Damascus. They have done the same thing in Syria, 
as one of their propaganda media in Syria. 

In these countries we are still operating on a no-guaranty basis as 
far as motion pictures are concerned. 
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How much longer it will be possible for us to operate in many of 
these areas of the world which are certainly very important to us, 
I do not know. But we are continuing to operate in them, hoping to 
be able to convert our currency by many of the means that I have 
mentioned into dollars to recoup the costs of doing business. 

Senator Witry. Do you have these films interpreted in the language 
of the country ? 

Mr. Jounston. The films are usually dubbed in the language of 
the country involved. Sometimes written subtitles are inserted. The 
film that I saw in Indonesia about a year ago was dubbed in the 
Indonesian language. 


INDIAN AND JAPANESE MOTION PICTURES 


Senator Mansrievp. How does the American motion picture in- 
dustry in quantity compare with the Indian motion-picture industry ? 

Mr. Jounston. In numbers of pictures produced, the Indians pro- 
duce more than we do, Mr. Chairman. Of course, their pictures have 
a very limited circulation compared to American motion pictures, 
although Indian pictures are gaining circulation in places like Burma, 
Ceylon, and the Malay States, and East Africa, particularly, where 
there are a large number of Indians, and also in portions of China 
and Formosa. 

Senator MansFreLp. Would the same apply to Japanese pictures ? 

Mr. Jounston. Yes, the Japanese have a rather wide circulation, 
primarily in the Far East, but very little in other portions of the 
world except for their best pictures. One or two of their best pic- 
tures have earned very good returns in the United States, and some 
of those better pictures earned very good returns in Europe. But, in 
general, the Japanese pictures do not enjoy wide distribution in areas 
outside of the Far East. 

Senator Mansrretp. Would you say that the Indian motion-picture 
industry is not only penetrating the Chinese market to a limited 
degree but to a larger degree all of southeast Asia ? 

Mr. Jonnston. Yes, that is true, Mr. Chairman. 

Senator Mansrrecp. And as such, because of certain communities 
of interest based on religion, culture, and the like, they are given a 
pretty good play? 

Mr. Jonnston. Yes. 

The American picture is still the predominant picture in all of these 
areas in southeast Asia and Asia except in India itself where Indian 
films are predominant. 


AMERICAN MOVIES IN AFGHANISTAN 


Senator MansFietp. Do we get into a country like Afghanistan ? 

Mr. Jounston. That is’a very interesting situation. I would like 
to tell you something about it, but I doubt that this is the time and 
place. 

Senator Mansriecp. Senator Wiley ? 

Senator Wirry. I did have a question but when you got so enthused 
about what you would not talk about, it kind of scared me out of it. 

Mr. Jonnston. Well, about Afghanistan, I will abbreviate and 
not talk fully about it. Afghanistan is a little country south of 
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Russia, right up against the gun. As one who knows a little bit about 
Afghanistan, I have always doubted how far communism would get 
there. 

There are too many traditions in Afghanistan, in my opinion, which 
pull against that, although it may have to do so, but it is an area 
that would like to stay western. Of course, they certainly are in 
no position to say “no” to the Soviet Union on most things. 

I was in Russia last fall when the Afghanistan Prime Minister was 
a guest of Khrushchev’s at a special party at the Bolshoi Theater— 
a special performance of Swan Lake—and I was at the theater that 
night. 

They made a great deal over the Afghanistan Prime Minister at 
the theater that night and at the supper that followed. And they 
are making a good deal over the Afghan people. 

Now, there are only a few theaters in Afghanistan—as I recall it, 
about a dozen. American pictures occupied almost all their screen 
playing time. Finally it got to a point where our companies simply 
could not afford to do business there. There was absolutely nothing 
we could get out of Afghanistan. 

It costs a good deal of money to prepare pictures for special mar- 
kets and to ship the pictures in, and so forth, and it was just a problem 
we felt we just could not continue to cope with. And the minute 
we withdrew, the Russians went in and the theaters were playing 
Russian pictures exclusively. Our Government felt this was unwise. 
I will not go into all the details, but I can tell you that American 
pictures are back in there again, but not under the informational 
guaranty program. Our pictures are occupying about 60 percent 
of the screen playing time in those theaters in Afghanistan. 

We had the same experience in Burma, the minute we withdrew. 
We were compelled to withdraw from Burma over a very important 
tax matter about a year ago. The minute we withdrew, the Russian 
pictures came in and occupied the screen playing time in Burmese 
theaters. 

The minute we went back in again, which we did after a few 
months, the Russian pictures were not played on the screens again, 
and the American pictures dominated that area. 

Senator Mansrriexp. Is the Afghanistan currency very convertible? 

Mr. JoHnston. No, sir; that is an understatement. {| Laughter. | 

Senator Witry. Tell us about the impact on Africa. 


AMERICAN PICTURES IN AFRICA 


Mr. JouHnston. Well, the impact of American motion pictures on 
Africa should be considered on a geographical basis. South Africa 
gives us no problem particularly. Most of our earnings are con- 
vertible in South Africa, and the little that is not, we are able to 
convert into British sterling and use in England in other ways. 

In north Africa, too, usually the currencies are fairly convertible 
or usable, and we have no particular problem in the countries of north 
Africa. 

Now, in central Africa the problem is different. We distribute 
pictures in all of the countries of central Africa.. I have some photo- 
graphs which I wish I had brought with me to show you the eestatic 
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reception of American pictures by these people. Sitting in a grass- 
thatched shack, and seeing for the first time in many cases an Ameri- 
can motion picture, is an experience for them that is reflected in some 
of the miopaluste I have. 

Distribution of American pictures in these more primitive areas is 
possible because the currency is made convertible by the mother coun- 
try. For instance, Belgium helps us convert the currency of the 
Belgian Congo, and the British will help us convert the currency in 
British colonial areas. The result is we have a rather wide coverage 
in central Africa of our pictures. 


EGYPT 


Senator Witey. How about Egypt and Nasser / 

Mr. Jounston. Well, we are showing pictures in Egypt now. We 
have been continuously. We have never withdrawn from Egypt. 
We have a problem with the conversion of our funds because 
Egyptian foreign exchange has been frozen, as you know. We are 
now discussing the conversion of these frozen Egyptian pounds into 
British pounds in the sterling area. I do not know whether we will 
be successful in this or not. 


MIDDLE EAST 


Senator Wizey. Ethiopia and the Sudan? 

Mr. Jounston. We do not have present convertibility in Ethiopia 
or Sudan, but we still show American motion pictures and get our 
money out in one way or another. 

Senator Wirxy. How about the Mideast, Saudi Arabia and the 
others / 

Mr. Jounsron. There are no motion pictures allowed in Saudi 
Arabia except in the oil camps and towns, where they are shown quite 
extensively and paid for by the American oil companies. 

Senator Winey. Iraq? 

Mr. Jounston. In every other country in the Middle East, we are 
showing American motion pictures right today. And this includes 
Syria. We have great trouble with convertibility, and it is not only 
convertibility but the problem of getting pictures in, because they are 
constantly ike their tariffs or embargoes or restrictions of one 
kind or another. And we have very rigid censorship laws in most of 
these areas, censorship against pictures which they think are inimical] 
to their religion, as an illustration, or inimical to their way of life, 
or to their traditions. 

We have an advisory service in Hollywood connected with my or- 
ganization, that advises all the American motion picture companies 
whether scenes in those pictures will be acceptable in the 87 countries 
of the world where we do business, and frequently, Hollywood accepts 
their advice. Sometimes it does not, and then they find they may not 
be able to get their picture in a particular area. 

Senator Wiiey. Are we making progress with the Arabs and 
Israelis on that water problem ? 

Mr. JOHNSTON. Well, that remains a problem, Senator. I do not 
think it is a dead project by any means. 

Senator Wixy. How is that? 
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Mr. Jounston. I do not think it is dead by any means. 
Senator Wizey. It is not your nature to say anything is dead. 
Mr. Jounston. Well, I am not quite that optimistic, as a rule. 


FINANCING THE IMG PROGRAM 


Senator Mansrievp. Mr. Johnston, what difference does it make to 
you and your industry whether the IMG program is financed by 
Treasury borrowings or by appropriations, either annual or on some 
longer basis? 

Mr. Jounston. Well, we feel that it is better if it is done in some 
way where the fund has continuity. Usually, by annual appropria- 
tions, Senator, the fund is terminated at the end of the appropriation 
period. On the other hand, Treasury borrowings or revolving funds 
generally do not find favor with the Congress. But from the point 
of view of one doing business in these areas, it is almost essential to 
know that we can go on for a period of time. It is very difficult to 
do business on the possibility that we are going to be cut off at the 
end of the year. 

Let me give an illustration, a specific illustration of that: In 
Vietnam, we could not show pictures at all. There just was nothing 
we could do with their currency, if we could get it, and nothing we 
could convert it into, seemingly. So, if we were to operate there, we 
needed help and we applied to IMG for conversion. 

Now, from the time of that application until the time that we 
began to actually show pictures in Vietnam and line up the theaters 
and get the distribution facilities was almost a year. 

Now, if the IMG program had no permanency and if we had been 
cut off at the end of that year, we would never have operated in 
Vietnam at all. But as it is now, we can continue to operate if there 
is a continuity of those funds. That is what we feel is essential. 

Senator Mansrrevp. Of course, you know as far as the Senate was 
concerned, the idea of a development fund on a continuing basis was 
agreed to. 

Mr. Jounsron. I realize that, but in general I do not suppose the 
Congress is very keen about funds which are revolving and over 
which the Congress has no control. 

Senator MANsFIELp. No, except in this instance i were, with 
the proviso on the part of some of us there was to be a l-year proba- 
tion period, so to speak, before the 3-year idea went into effect. That 
was the Development Loan Fund. 

Senator Wiley, any further questions ? 

Senator Wirey. No. 

Senator Mansrievp. Thank you, Mr. Johnston. We appreciate 
your testimony and we will : send you some questions which we will 
appreciate your answering in detail for the record. 

(The questions and answers referred to are as follows:) 


REPLIES SUBMITTED BY ERIC JOHNSTON TO SERIES OF QUESTIONS PROPOUNDED BY 
ForEIGN RELATIONS SUBCOMMITTEE 


1. “How big a factor in your business is the Government aid you get through 
the IMG?” 

Dollarwise, the revenue derived through IMG operations amounts to less 
than 1 percent of the American motion picture industry’s total foreign business: 
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2. “What change in your operations would you make if IMG were stopped?’ 

While, as indicated in the response to question No. 1, IMG motion picture 
operations are a minute fraction of total foreign business, cessation of such 
IMG operations would end motion picture exhibition in the three countries— 
Yugoslavia, Turkey, and Vietnam—in which the program is now operative. 
Deteriorating financial and economic conditions in a number of other countries 
make it most likely we must turn to IMG to continue to do business in these 
countries. Additionally, there are still other countries where the only prospect 
of bringing in United States pictures depends upon the negotiation of IMG 
agreements. 

3. “Aside from the help you get from IMG, where would you rank it among 
our priority foreign programs? From the point of view of the taxpayer, is 
IMG worth its cost?’ 

While I would hesitate to rank the relative importance of the various foreign 
aid programs, I personally consider the IMG program as among those with a 
high priority. I base this on the presumption that in the existing cold war, the 
contest for the mind of man is of supreme importance. No other American for- 
eign aid program reaches so directly into this sphere as does the United States 
informational program of which IMG is a part. Moreover, from the standpoint 
of the taxpayer, it seems to me to be far and away the best investment for the 
amount expended. 

4. “What difference does it make to you whether IMG is financed by Treasury 
borrowings or by appropriations, either annual or on some longer basis? Which 
method is better Government practice, in your opinion?” 

As a practical matter, it ought not to make any great difference to those 
operating under the IMG, whether it is financed by Treasury borrowings or ap- 
propriations. The need is for the IMG administrators to have in hand control 
of funds over long enough a period to permit effective continuous planning of 
country programs. This cannot, in my judgment, be done on the basis of 
annual appropriations; it can be done if the appropriation is made on a 2-year 
or 3-year basis. I believe it is generally conceded that the appropriation system 
is sounder Government practice since it tends tu give the Congress the control 
of the purse strings, which is where that control shouid reside. 

5.“What evidence do you have of excessive profitmaking by exporters or im- 
porters of materials covered by IMG contracts either as a result of dual exchange 
rates or otherwise?” 

We have no evidence, or knowledge, of excessive profitmaking by those operat- 
ing under IMG programs. 

6. “What can be done to obtain realistic exchange rates? To protect otherwise 
against exchange losses?” 

The problem of exchange rates is among the more important factors that 
make an IMG program so essential. In theory, realistic exchange rates will 
be obtained only when the country achieves a sound economic basis. Obviously, 
this objective is not going to be realized with respect to many countries for a 
long time. Since we are dealing with the integrity of foreign-exchange rates, and 
the fiscal policies of foreign governments, we are in a realm which requires the 
most careful consideration. In my judgment, there are no easy or pat answers. 
It must be remembered that whenever steps are projected to impose fees (even if 
these were permitted under the International Monetary Fund) designed to 
increase the revenue for the product in the foreign country, a principal purpose of 
the IMG program would be defeated since such increase in price tends to restrict 
distribution of the informational media. Exchange losses to our Government 
might be mitigated to some extent through agreements which would permit 
broader use of such foreign currencies within the country. 

7. “In what countries and in what way does IMG help you compete with 
Communist-financed information media?” 

In the three countries in which IMG motion-picture programs are currently 
operation, we have evidence that American motion pictures dominate the screen 
playing time. In Yugoslavia, for example, in the first 6 months of 1957, American 
pictures occupied 60 percent of screen playing time. More than half of all pic- 
tures played in the two principal cities were American pictures. Actually, of 54 
motion pictures played in Belgrade, 29 were American and 1 was Soviet Russian. 
Of the 72 pictures played in Zagreb in the same period, 388 were American and 4 
were Russian. In Vietnam, during a period in which we found it commercially 
impossible to distribute pictures, Russian pictures were very much in evidence. 
Since the IMG program became operative there, Russian pictures again have 
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almost disappeared from the screens. There can be no doubt that whenever a 
vacuum exists because American motion pictures are not exhibited in a country, 
Russian pictures immediately flow in and occupy screen time. And as soon as 
American pictures are available, our experience shows that they crowd out Com- 
munist-made pictures. Without IMG aid, it is impossible to do business in an 
increasing number of countries whose internal economic conditions do not permit 
ordinary commercial imports of motion pictures. Since Soviet Russian pictures 
are frequently made available without any cost to the host country, it is clear 
that private American enterprise must have some help in meeting such Soviet 
competition. 

Senator Mansrtetp. Mr. Thomas J. Wilson, of the Association of 
American University Presses. Proceed, Mr. Wilson. 

Mr. Wuson. Thank you. 


STATEMENT OF THOMAS J. WILSON, REPRESENTING ASSOCIATION 
OF AMERICAN UNIVERSITY PRESSES 


Mr. Witson. Mr. Chairman, I am not going to read my relatively 
brief statement in full because most of the things have been said 
that I say here. They have been covered and well covered already. 

My name, as you read, is Thomas J. Wilson. I am director of the 
Harvard University Press, and I appear here as a representative of 
the Association of American University Presses of which I am a past 
president. 

The association represents the publishing arm of some 40 uni- 
versities, colleges, scattered across the face of the country. We have 
also a class of membership called affiliated membership in which are 
included such institutions as the Brookings Institution on the one 
hand and the Metropolitan Museum on the other, and the American 
branches of such great publishing houses as the Oxford University 
Press and the Cambridge University Press. They are nonvoting 
members of our group. 

We publish, the 40 of us, about 94 percent of all the American 
university books published in this country for sale. We publish 
about 12 percent of all the books published in this country in terms 
of titles, about 10 percent in terms of volume. 

We are particularly important, I think, in just this area that your 
committee is talking about, because, as Mr. Beers pointed out, 60 per- 
cent of IMG funds go for books, and more than half of that goes for 
technical, scientific, and educational books, and those are the only 
kinds of books we publish. 

So I think we have an interest and some competence, not on the 
technical and legal sides of this program to which I defer to Mr. 
Beers and Mr. Lacy of the American Book Publishers Council, but in 
terms of its importance to handicapped countries which need our 
scientific, technical, and educational books. 

As my prepared statement says, I have just come back from a long 
trip to the Far East. I went into many countries where the IMG 
program is in operation, and into many in which it is not in effect. 
I spent a great deal of time in Indonesia, in Japan, and in Korea. 


CONTRAST BETWEEN KOREA AND INDONESIA 


pan of course, is a country which is pretty well on its feet, 
and I am not talking about Japan. But I am talking about Indonesia 
98466—5T 6 
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and Korea. The contrast betwen the educational needs of those two 
countries, or rather between the way in which the educational needs 
of those countries are being filled, is remarkable, and I think that 
IMG has a great deal of credit for the improvement which has been 
shown in Indonesia at the level of higher education in recent years, 
whereas in Korea, where IMG is not operating, there is a dearth of 
materials, which is tragic. 

I go into that in my prepared statement more fully, and I will not 
go into it here. 

There is just one other thing—unless you want to ask me some 
questions—that Mr. Beers and Mr. Johnston spoke about that I would 
like to come back to, and that is what the Russians are doing in some 
of these areas, particularly in the areas in which IMG is not oper- 
ating. 

SOVIET EFFORTS 


I spent some time in Iran and in India and in Japan, as I just 
mentioned, and in all three of those countries, it was remarkable to 
see the efforts which were being made to supply Russian-made books 
at practically no cost for all kinds of purposes. And what makes 
this striking, what I do not think has been brought out here yet, is 
the fact they are making a tremendous effort to put their English 
books into these countries. English is a kind of lingua franca, and 
therefore they can do with one book in the English language a great 
deal in a great many countries. 

You can buy Dickens in a perfectly good hard-bound book in 
Teheran for 35 cents. You cannot get the equivalent in this country 
for anything like that amount of money. Their text is perfect. They 
pay no attention to the copyright laws or any other proprietary laws, 
and they use these materials to show that they can do the American 
or the English job better than the American or Englishman can 
do it. 

Senator Mansrretp. The Soviet Union is not adherent to the Uni- 
versal Copyright Convention ? 

Mr. Wisson. It is not, and has not been since 1918 or 1917. 

In Delhi, in Calcutta, you go down the main streets and you see 
big neon signs, “Buy best English books made in Russia,” and they 
are good. They are sold very cheaply and they are pushed very 
hard. 

What I am trying to say is that IMG has been a godsend to educa- 
tion, science, to the development of economic resources of the coun- 
tries which I know anything about. It has been sorely missed in 
other countries, and I urge you, within the sphere of your responsi- 
bility, to continue IMG and expand it. 

Senator Mansrrecp. Thank you, Mr. Wilson. 

Your statement will be made a part of the record. 

(The prepared statement of Mr. Wilson is as follows :) 


TESTIMONY OF THOMAS J. WILSON WITH REFERENCE TO THE INFORMATIONAL 
MEDIUMS GUARANTY PROGRAM 


I am Thomas J. Wilson, director of Harvard University Press; I am appear- 
ing before the subcommittee of the Senate Foreign Relations Committee as a 
representative of the Association of American University Presses. The Asso- 
ciation of American University Presses is composed of the publishing units of 
some 40 universities in all parts of the United States. A list of the member 
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presses is appended to this statement. Publishers of books and journals for 
students and for mature scholars, the university presses of the United States 
are seriously concerned with the facilities available for the dissemination of 
printed results of American scholarship throughout the world; therefore we are 
most interested in the IMG program. 

I am not qualified to testify concerning the legal and technical aspects of IMG 
legislation, but I believe I have some competence regarding the importance of 
IMG in the Middle and Far East. It may be true, and properly so, I think, that 
the main objective of the IMG program is the distribution of materials selected 
specifically to make the United States better understood and appreciated in 
foreign countries. I agree completely and sincerely with such an aim; others 
will be more competent than I to judge the effects of the program in this direc- 
tion, though from my own observations it is accomplishing this purpose to a 
gratifying degree, considering its financial and geographical limitations. Where 
I have more personal and more definite experience is with regard to the impor- 
tance of IMG in the areas of higher education, scholarly research, scientific 
development, and economic growth. And I would emphasize to the utmost the 
fact that help rendered to new or handicapped countries in these fields has 
perhaps an equally great if less direct effect toward making our country under- 
stood and loved abroad than do the more obvious parts of the program to which 
must be given the major effort. 

During the first half of 1957, I visited a large number of countries in the 
Middle and Far East. My objective was to study in these countries the status 
and the needs of education at the college and university level, and of postgradu- 
ate research in the physical, biological, and social sciences and in the humanities. 
I was particularly concerned with the supply or the lack of books and scholarly 
journals, for that is my business. Among the countries in which I spent a 
considerable amount of time were Indonesia, Pakistan, and Turkey—countries 
in which IMG is now actively in operation—and Japan and Korea in which it is 
not in effect. I can summarize the essence of my observations by saying that to 
Indonesian, Pakistani, and Turkish university students and to the scholars who 
teach them and at the same time carry on the research and the experiments on 
which future development of all kinds is so largely based, the tools of learning 
provided through IMG are indispensable; they are in fact godsends. Whereas, 
in Japan and Korea, where IMG is not operating, the presidents and deans of 
universities and the publishers who supply them pointed to the lack of such a 
source of printed materials as one of the regrettable blank spots in their local 
programs. 

I think that Indonesia on the one hand and Korea on the other present 
what might be called case histories—and very illuminating ones. Indonesia 
is potentially one of the richest countries in the world; its people are charming 
and intelligent; its universities quite large in view of their youth and staffed 
by able and frequently well-trained people. But until 1947 all college educa- 
tion in Indonesia was carried on in Dutch; practically all the teachers in 
the universities are Dutch trained; most of the books in the libraries are in 
the Dutch language. Now, Dutch is a forbidden tongue; and there is properly 
speaking no language or intellectual basis of exchange to replace it. The native 
and official language, Bahasa Indonesia, is old as a vernacular but new as 
a written language. There are very few university textbooks in it and perhaps 
even fewer books for research. Indonesian higher education, Indonesian scien- 
tific and other scholarly research, and Indonesian business development have 
only one way to turn for the books they must have, and that is to the English 
language and to the United States whence these English books must come. 
Repeatedly, during my stay in Indonesia, I was told by professors, by publishers, 
and by officials of the Ministry of Education that American textbooks and 
books of scholarship must be the ground on which they were to build until 
their own language and literature should come of age; and always in this 
context IMG’s importance was emphasized. In fact it was frequently said 
to me that the only trouble with IMG was that not all the important tech- 
nical and scholarly American publishers were willing to participate in it 
wholeheartedly. 

Since I left Indonesia in late March there has been a great deal of political 
activity which has in some ways unfortunately decreased the flow of American 
books into the country. From all that I have been able to gather, however, 
I understand that this decrease is principally discernible with those kinds 
of books or those particular titles which are obtainable only by the use of 
some of Indonesia’s inadequate American dollars. If my understanding is 
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correct, the importance of IMG to Indonesia is thus now even greater than was 
the case when I was there. 

Korea presents a picture similar and at the same time utterly dissimilar 
to Indonesia. The Korean language, forbidden by the Japanese for decades, 
is practically a new language, without a modern literature of its own and 
emphatically lacking in university textbooks, scholarly books, business manuals, 
and other works important for the economic, social, and scientific development 
of the country. All the professors, administrators, and government officials 
I met were wholly or partially Japanese trained. Eighty percent of the books 
in the libraries are Japanese books. But Japanese is now a forbidden language 
in the schools and colleges; practically none of today’s pupil and student gen- 
erations know Japanese. English, the officially designated second language, 
is the only possible source of the needed books until the Korean language 
has a chance to develop itself and to be the tool for building a local educa- 
tional and scientific literature. But Korea, a country war divided and poverty 
stricken beyond description, has no IMG program, and its available dollars 
are used for other things than books. Over and over again, Korean publishers 
and teachers asked me about IMG—how did it work, were there disadvantages 
in it to offset the obvious advantages, was it possible that IMG could be 
extended to Korea? The answer to the last of these questions was, and is of 
course, outside my province. But I do believe that Korea and Indonesia are 
two contrasting situations, both of which show a desperate need which IMG 
in one country is helping to fill and in the other is failing to fill because it is 
not there. I strongly urge that IMG be continued and extended so that it 
may directly benefit higher education, economic growth, and scientific develop- 
ment in handicapped countries; I urge this not merely for the sake of those 
countries but for our own sake, for I am sure that the intelligent help we give 
other countries helps us too. 


APPENDIX 
THE ASSOCIATION OF AMERICAN UNIVERSITY PRESSES 


MEMBERS, 1957-58 


Brookings Institution University of Notre Dame Press 

University of California Press University of Oklahoma Press 

Cambridge University Press Oxford University Press, Inc. 

The Catholic University of America The University of Pittsburgh Press 
Press Princeton University Press 

The University of Chicago Press Rutgers University Press 

Columbia University Press The University of South Carolina Press 

Cornell University Press Southern Methodist University Press 

The Duke University Press Stanford University Press 

University of Florida Press Syracuse University Press 

The University of Georgia Press University of Texas Press 

Harvard University Press University of Toronto Press 

University of Hawaii Press The University of Kansas Press 

Huntington Library Publications University of Kentucky Press 

The University of Illinois Press Louisiana State University Press 

Indiana University Press Loyola University Press 

The Iowa State College Press The Metropolitan Museum of Art 

The Johns Hopkins Press The University of Michigan Press 

The Michigan State University Press The United States Naval Institution 

The University of Minnesota Press University of Washington Press 

University of Nebraska Press Wayne State University Press 

University of New Mexico Press The University of Wisconsin Press 

New York University Press Yale University Press 


The University of North Carolina Press 


Senator Mansrretp. Senator Wiley ? 

Senator Witry. No. I will have to be excused, Mr. Chairman. I 
thank you again for the privilege of being here. 

Senator Mansrrevp. Thank you, Mr. Wilson. 

Mr. Witson. Yes, sir. 

Senator Mansrtetp. We will send you a list of questions to which 
we would appreciate your answers. 
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Mr. Witson. Thank you, sir. 
(The answers referred to are as follows:) 


HARVARD UNIVERSITY PRESS, 
Cambridge, Mass., October 23, 1957. 
Mr. GrorGe C. DENNEY, Jr., 
Consultant, Committee on Foreign Relations, 
United States Senate, Washington, D. C. 

DEAR Mr. DENNEY: I am sorry that a hurried business trip to New York de- 
layed still another day my answers to the questions you sent me on October 8 
regarding the IMG program. The trip was necessary, but I shall regret it most 
seriously if the delay has inconvenienced you or will prevent my answers from 
having consideration. 

As I hope I made clear in my testimony before Senator Mansfield’s subcom- 
mittee, I am convinced of the value of IMG to this country, and not by any 
means merely (or even chiefly) for the selfish reasons of this press. My an- 
swers to your numbered questions* are based on my knowledge of the affairs of 
this particular scholarly publishing office; I am sure, however, that they repre- 
sent fairly the experience and point of view of our colleagues in other univer- 
sity presses. The answers are as follows: 

1. IMG, in tangible terms, is not a big factor in the business of this press. 
Informational media guaranties protected less than 1 percent of our business 
during any of the fiscal years in which the program has been in operation. 
Yet because of the help afforded, we were able to introduce scholarly and 
technical books of the highest quality into countries we otherwise could not 
have reached. We have excellent evidence that these books were greatly useful 
to education and to economic and scientific development in these handicapped 
countries. 

2. If IMG were stopped our books could no longer be sold in these areas, for 
dollars would not be available and there is little or no use to which we, a 
university press, could put the local currencies. 

3. IMG costs the taxpayer very little money: an average of less than $400,000 
per year, as I remember the figures. In return, the United States has benefited 
greatly through the knowledge of the best of American technology and civiliza- 
tion thus given to citizens of foreign and backward lands. Dollar for dollar I 
can think of no foreign aid program that is more valuable. As propaganda 
alone, it has incalculable effect, as it operates indirectly and inoffensively. Its 
priority should be among the highest. 

4. As a book publisher I am sure that an IMG program financed as a revolvy- 
ing fund on Treasury borrowings is much more valuable than would be a 
similar program financed by specific congressional appropriations. Our efforts 
to place our books in foreign countries are long-range efforts; a sale made by 
a visit to Djakarta in November 1956, may not actually be transacted until the 
spring of 1958. Unless there is assured and continuing support for payment 
no publisher could risk the costs of the sales efforts involved. Speaking as a 
citizen, I must give the same answer. The stop-and-go effect of a program 
without dependable long-term income would be deadly to American prestige 
abroad as well as critically discouraging to our own exporters. 

5. I have no personal knowledge of excessive profitmaking by exporters or 
importers under IMG, except what I have read in the public prints. So far as 
book publishers are concerned, IMG business no more than pays its own way. 

6. This question is outside my competence. I should think, however, that the 
United States Government could do either or both of the following: Make the 
exchange rates a matter of negotiation with each IMG recipient nation; or in- 
crease the guaranty fee required of American publishers, thus forcing an in- 
crease in retail prices of goods sold. Either of these steps would require care- 
ful study to avoid increases to consumers which would be so heavy as to defeat 
IMG’s basic purpose. 

7. Turkey, Israel, Pakistan, Burma, Indonesia: My own long visit to In- 
donesia gave me impressive evidence that by helping Indonesia educate its 
citizens and guide the economic and technical development of the country, IMG 
was earning for this country a fuller and more honest gratitude than was the 
case with many more costly Government programs. 





2For questions, see appendix I. 
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My corrected testimony before Senator Mansfield’s subcommittee was re- 
turned to you on the 20th. I am grateful for having had the opportunity to 
present my views. 

Sincerely yours, ‘ 
THOMAS J. WILSON. 

Senator Mansrietp. The next witness is Mr. Charles Griffith of the 
American Textbook Publishers Institute. 

If I may say, if I can get the cooperation of the witnesses, we will 
try to conclude these hearings sometime early this afternoon. 

Mr. GrirrirH. Yes, sir. 


STATEMENT OF CHARLES E. GRIFFITH, REPRESENTING AMERICAN 
TEXTBOOK PUBLISHERS INSTITUTE 


Mr. Grirrirn. Mr. Chairman, my talk is quite brief. I am vice 
president of Silver Burdett Co., textbook publishers, primarily for the 
elementary grades. 

I am speaking in behalf of the 72 textbook publishers which com- 
prise the membership of the American Textbook Publishers Institute. 
They produce approximately 90 percent of the textbooks from the 
grades through college issued each year in this country. These text- 
book publishers are located in all sections of the United States. 

At the conclusion of hostilities in 1945 and with the emergence of 
new nations, country after country looked to the United States for 
advice and help in the reorganization of their educational systems. 


IMPORTANCE OF TEXTBOOKS 


Educational aid is not spectacular but fundamental. In my opinion, 
based on firsthand observation of education in Asia over the past 34 
years, I am convinced that even partial solution of most of the vexing 
problems confronting this part of the world depends on the rapidity 
with which they achieve a higher rate of literacy at the grassroots 
level, the vast improvement in the teacher-training program, and the 
availability of textbooks into which have been incorporated the know- 
how of good teaching and effective learning procedures. 

These qualities characterize the American textbook which educators 
from overseas have been quick to recognize. Moreover, American 
textbooks reflect America itself: its philosophy of education, its ambi- 
tion for self-improvement, its striving for efficiency, its conscience for 
the welfare of its citizens, its ideals of good citizenship, its respect for 
law and order, and government by laws and not men. The textbook 
is an indispensable aid in interpreting the United States in the forma- 
tive years of students overseas. 


RUSSIAN EDITIONS OF ENGLISH TEXTS 


At this point, Mr. Chairman, may I make one comment about the 
use of English that Mr. Wilson referred to? It is extraordinary that 
throughout Asia country after country wants to learn English as a 
second language. Dutch, for instance, is being replaced by English 
in Indonesia. And that is one reason why the Russians have been so 
eager to produce books in English, and, as Mr. Wilson pointed out, to 
show the respective country that the Russians can do a good job at 
practically no cost. 
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I saw a Russian-produced copy of Leaves of Grass, by Whitman, in 
Japan. In most Russian books I have seen overseas that have been 
published in English, there have been some subtly derogatory remarks 
about America in the introduction, the Russian editor’s introduction. 
They are usually an attempt to belittle the writer, even as famous a 
man as Whitman, and place him in a very unfavorable light as a 
creative artist. 

The first great demand from overseas called for books in all the 
technical and scientific fields: engineering in its myriad aspects, farm- 
ing, irrigation, health and welfare, medicine, and the trades. These 
subjects are largely at the technical school and university level. In 
most of the countries seeking to catch up with the technology of the 
modern world, the university students represent a very small and 
privileged minority of the total population. 

These same countries are short of dollar exchange and still des- 
perately need the tools of education to equip their students. IMG 
one the best solution for providing these students with their essential 

ooks. 
TEXTBOOK PROGRAM IN PAKISTAN 


I would like to refer to two operations, in Pakistan and the Philip- 
pines which have played an indispensable part in bringing American 
education into these two countries. 

At the invitation of the Ministry of Education in Pakistan, editors 
and authors were sent to Pakistan to work with the local authors and 
editors to produce American textbooks actually based on American 
material. Fifteen have been provided in Urdu for West Pakistan 
and five in Bengali for East Pakistan. The British publishers had 
almost entirely dominated the subcontinent and they still do in India. 

These books are the first ones that have really brought modern 
methods to the elementary schools in Pakistan. 


IN THE PHILIPPINES 


Today the Philippines represent the model experiment of trans- 
planting the American way of life to the Asian frontier. High school 
and college texts can still be imported into the Philippines, and the 
American publishers are paid in dollars through peso conversion made 
possible only through IMG. 

There are 4 million students in the schools, colleges, and universities 
out of a population of approximately 22 million. Import licenses 
for elementary textbooks from America have been refused in order 
to nurture the infant textbook industry in the Philippines, but prior 
to the time that sufficient machinery and trained personnel are avail- 
able to supply all the children in grades 1 to 6 with locally produced 
books. 

I was in the Philippines last December, and at that time it was a 
matter of public knowledge that in the urban centers, such as Manila, 
Tliolo, and Cebu the schools had 1 book in basic subjects for approxi- 
mately 5 to 6 children, while in the barrio schools of the provinces, 
they had 1 book to approximately 10 children. Continuation of this 
lack of books is bound to have a demoralizing effect on the schools. 
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Of course, now that the United States acts only in an advisory 
capacity with the Philippines, the situation remains a critical one 
with which only the Philippine leaders and educators can deal. 

Another very essential way in which IMG operates makes it pos- 
sible for American publishers of elementary books to send textbook 
plates to Manila for printing and binding books locally. All such 
books are the result of the cooperation between Filipino and American 
authors and textbook editors and represent the continuing influence 
of American know-how in education in a critical area of the world. 

With arrangements for local printing and binding, only the contin- 
uation of IMG makes it possible for the American “publisher to pro- 
vide good elementary schoolbooks for the Philippines. Because it is 
likely that some uninformed persons will accuse the American pub- 
lisher of reaping vast profits even with Philippine manufacture, it 
is a matter of record that. such operations, if based on costs, includ- 
ing overhead, figured prior to the exclusion of American elementary 
books, will return a net of approximately 3 percent on the publish- 
er’s investment. If figured on present-day costs, including overhead, 
the operation of locally produced books from plates made in the 
United States will produce a substantial loss to the publisher. 

Again, only IMG makes it possible to recover some dollars to com- 
eos private enterprise for assuming its share of responsibility in 
trying to maintain and improve educ: ational standards in the Phil- 
ippines. 

The creation of good textbooks and even the sale and distribution 
of those already produc ed involve months in the processing. 

I think, Mr. Chairman, that observation applies to the question 
you asked Mr. Wilson. It takes so long to get some of these opera- 
tions going, that, if the appropriation was entirely on a year basis, 
it might not be possible even to make a beginning before the money 
was expended. 

Publishing, like education itself, requires the long look ahead. 
What the textbook publisher produces today builds the skills and 
thinking of tomorrow. I have seen from firsthand observation that 
these countries in the critical areas in Asia are str iving desperately to 
see that all their children get some kind of educ ation, and because 
they know what America has done, they look to us for continued 
help and guidance. 

Senator Mansrievp. Thank you, Mr. Griffith. If you do not mind, 
the committee will send you a list of questions which we would 
appreciate your answering in some detail. 

Mr. Grirriru. Yes, sir. 

(The answers referred to are as follows:) 


REPLIES TO QUESTIONS’ FROM THE SENATE COMMITTEE ON FOREIGN RELATIONS 
Mabe BY CHARLES E. GRIFFITH, OF SILVER BURDETT Co. 


1. Since the initiation of IMG in the two countries in which we are primarily 
concerned, Pakistan and the Philippines, our business in these countries has 
varied from one half of 1 percent to 5 percent of our total. The volume sales 
have been between the respective Department of Education (a governmental 
agency) and our company directly. There have been practically no retail sales 
in the two countries. 


1 For questions, see appendix I. 
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West Pakistan 
The total in 1953, 1954, 1955, $150,000. Of the total, collection of $30,000 was 
delayed until 1957. The indebtedness has not as yet been completely liquidated. 


East Pakistan 


Sales made in 1955 were not paid until 1956, $252,000. 
Philippines 

As the Philippine Government does not permit importation of elementary 
texts, the sales in 1956 were nominal, $3,500. 

2. If IMG were stopped, we would have to abandon our Pakistan project 
entirely as the Ministry of Education has no dollar exchange available to con- 
tinue its modernization of the school curricula. We were invited by the official 
educatiom authorities in Pakistan to undertake the East and West projects. As 
described more fully in my testimony on October 7, the invitation to supply West 
Pakistan with 15 secondary geography and history texts in Urdu and East 
Pakistan with 5 in Bengali represented a significant beginning toward improving 

*akistani schoolbooks and the quality of teaching. 

In the case of the Philippines, we would have to depend on very limited book- 
store sales. The Bureau of Education has placed an order for 100,000 music 
books from us on the condition that they are to be printed and bound in Manila 
and paid for in pesos with conversion under IMG into dollars. These music 
books were compiled by Filipinos, using Philippine folk songs and artist composi- 
tions, in cooperation with American authors and editors. The Filipinos are 
proud of their cultural accomplishments in music, and will be deprived of these 
books if IMG lapses. 

3. Until a generation of literate citizens is developed in the countries in Asia, 
their major economic, social, and political problems are no nearer solution than 
they are today. In country after country, literacy varies from only 5 to 10 per- 
cent. Ignorance makes people fall easy prey to demagogs, and compels them to 
follow tradition without the ability to improve their skills and techniques. 

Because the need of education is fundamental, IMG stands in the fore-front 
of the United States foreign programs. It supports translations of American 
books into foreign languages. As English is becoming the second language of 
the world, it provides reading materials for new literates. It makes possible 
learning the facts about the United States. It helps to counteract the distorted 
picture of our country given out freely in Communist propaganda. 

From the point of view of the taxpayer, it is a matter of record that the cost 
to the taxpayer per year is only $800,000, or approximately one two-hundredth 
of a dollar to the individual citizen. In importance, IMG stands next to military 
aid, but at only a fraction of its cost. Moreover, the share of cost borne by the 
participating American publisher (1 percent conversion fee on collections) is 
but a smal portion of what his costs would be to convert without IMG, if such 
were even possible. 

4. From our own experience, we find that there is often a time lag of more 
than a year between receiving the book order, applying for an IMG contract, 
and payment by the customer. This situation would seem to confirm the need 
for maintaining a revolving fund such as now operates under the Treasury 
borrowings plan. As foreign currencies are received the Treasury accepts the 
moneys to be credited to the fund as a miscellaneous receipts. 

If the appropriation plan were to be adopted, it would have to be on a basis 
longer than 1 year to be practical for the textbook publisher. It might require 
frequent hearings before the Appropriations Committee. The nature of the 
conditions through which the Government agency operates influences the appro- 
priate form of financing. As general practice, budgeting appropriations provide 
tighter control. 

5. We have no evidence of excessive profitmaking by exporters or importers 
of materials covered by IMG contracts. Because of the very low purchasing 
power of the currency in the respective countries, prices must be Kept to a 
minimum, even though American costs are high. This leaves a very narrow 
margin of protit. Several textbook publishers, particularly in the technical 
and scientific field, are making arrangements to have their books printed and 
bound overseas in the respective countries. Prices can be greatly lowered, 
making more books available to more people. Moreover, lowered prices make 
“pirating” of books by foreign publishers less attractive. 

In the case of Silver Burdett Co., as noted above in the answer to question 
No. 1, our books under IMG in Pakistan and the Philippines have been sold to 
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Government agencies. Heretofore they have been manufactured in the United 
States. Plans are now being made for local printing and binding in order to 
reduce prices to secure wider distribution. 

6. As the aceptance and implementation of IMG depends on an official agree- 
ment between our country and a foreign government, it appears that only our 
State Department can negotiate the mutually acceptable exchange rates. Some 
countries have devalued their currencies. Publisher contracts should be drawn 
so that the devalued money will always be paid in quantity at the prevailing rate 
of the dollar equivalent. 

7. In our company’s case, East Pakistan is the one area in which our five 
secondary history and geography texts translated into Bengali help us to offset 
the Communist-financed materials. It is current knowledge in East Pakistan 
that the political unrest in this area is fomented adroitly by Hindu Communist 
forces working from nearly Calcutta and West Bengal. East Bengal is cul- 
turally Hindu, and the probabilities of eventual separation from West Pakistan 
should not be taken lightly. The Moslem religion is not of itself sufficient to 
unify the west and east areas into a nation. Education and a higher level of 
intelligence, along with improving living conditions, promise effective means 
to develop national pride and loyalty, a true picture of what the United States 
stands for, and the dangers inherent in the doctrines of communism. 

Senator Mansrrevp. The next witness will be Mr. Paul W. Thomp- 
son, general manager of international editions, the Reader’s Digest. 


Will you proceed in your own way. 


STATEMENT OF PAUL W. THOMPSON, GENERAL MANAGER, 
INTERNATIONAL EDITIONS, THE READER’S DIGEST 


Mr. THompson. Mr. Chairman, I find myself here, along with Mr. 
Johnston, dealing with a medium which appeals to and reaches the 
masses of peoples in these countries, and which therefore complements 
ideally the other mediums which perform such valuable technical and 
educational purposes. 

I now will proceed with my prepared statement, which will take 
about 18 minutes. 

1. Reason for this statement: We of the Reader’s Digest have asked 
the privilege of making this statement in the conviction that the 
Informational Media Guaranty program has proved highly bene- 
ficial to fundamental American interests, in the belief that a brief 
survey of our experiences may prove helpful to the subcommittee, and 
in the desire to do all we can to insure continuation of the IMG 
program. 


DISTRIBUTION OF READER’S DIGEST 


2. The Reader’s Digest is an American business institution which 
has won and is winning friends for the United States over the world. 
The same pocket-size magazine which was founded by a young Ameri- 
can couple, as American as you can get, from the Middle West, DeWitt 
and Lila Wallace, in New York in 1922, which has become the largest 
selling magazine in the United States (about 12 million copies per 
month )—this same magazine over the years has been introduced suc- 
sessively in other countries. Today it appears monthly in 12 languages 
other than English. These include every important language of the 
free world. Outside the United States, the circulation of the Reader’s 
Digest is at the 9 million mark—and is growing. Of these 9 million 
copies, about 7 million are in languages other than English. 

3. The business end of it: Wherever the Reader’s Digest has ven- 
tured forth into another country, another language, it has done so on 
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its own steam, with its own capital, its own know-how—as a business 
proposition. We have sought no subsidies and would no more accept 
any than we would accept restrictions on our editorial freedom. This 
means that everywhere we go we meet and live with on-the-spot local 
competition. It also means that every 1 of these 9 million non- 
American readers chooses each month his copy of the Reader’s Digest 
(in his own language) from a full array of other magazines in his 
own language. 

We believe that when people in these numbers pay competitive 
prices for reading material it is proof that they like what they buy, 
that they have faith in what it brings them, and that they are in- 
fluenced by what they read in it. 

And, Mr. Chairman, speaking of paying competitive prices, to an 
American the price paid by most of our non-American readers for the 
copies of the Reader’s Digest would seem very high. On the average, 
the American reader earns the price of his copy of the Reader’s Digest 
by about 10 minutes’ work. The average French reader, for example, 
works more than 30 minutes to earn the price of his copy. 

4. Thirteen languages—58 countries: In 1 or more of its 13 lan- 
guages the Reader’s Digest is presently on sale in 58 different countries. 
In addition, copies filter through the Iron Curtain all around its 
perimeter, principally into the satellite countries, from Germany, 
Austria, and Finland. 

5. Significance of IMG: In the few countries (now 7 of the 58) 
where currency restrictions have prevented the conduct of business 
under normal exchange procedures, we have gladly availed our- 
selves of the facilities offered by the IMG program for the conversion 
into dollars of the local balances accruing from said sales. 

To be emphasized is the fact, well known, of course, to you, that in 
this process we have received through the IMG facilities only that 
which we would normally receive through conventional banking and 
exchange channels. All basic elements of the business, including the 
modest profit margins which characterize publishing businesses, re- 
main unaffected by the IMG ffrocess. 


THE READER’S DIGEST IN ISRAEL 


6. The case of Israel: In this connection, however, a special word 
concerning the situation in Israel is called for. In that vital little 
country, and for reasons believed to originate with the Israeli officials, 
the rate of exchange applied to the conversion through IMG channels 
has differed from the normal rate of exchange in the sense of requir- 
ing (through IMG channels) lesser amounts in Israeli currency to 
“buy” a given number of dollars. So far as we are concerned, the sole 
effect of this condition has been to enable us to sell the Reader’s Digest 
to the Israeli people at a lower price than would have otherwise been 
necessary. In other words, the benefits, if any, of the special Israeli 
rate of exchange have been passed on entirely to the consuming public 
in Israel. A parenthetical remark: The circulation of the Reader’s 
Digest in Israel totals 25,000 copies per month, made up chiefly of 
copies in the German, English, and French languages, about half in 
the German. It is noteworthy that this circulation is approximately 
equal to that of the leading local magazine, which, of course, is in the 
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Hebrew language. It is noteworthy, too, that there is no longer a 
market in Israel for popular Russian-tainted periodicals. 


IMG-FINANCED BUSINESS 


7. The IMG countries: The seven countries which, so far as our 
business goes, the Reader’s Digest business goes, are presently affected 
by the IMG program, consume a total of about 310,000 copies a month. 
This amounts se: arcely to 3.5 percent of that tot: al of 9 million copies 
of the Reader’s Digest sold outside the United States. However, the 
310,000 IMG copies impinge on some of the most sensitive of the cold 
war areas: Israel, Austria, the Philippines, Formosa, Turkey, Paki- 
stan, and Spain. 

8. The unpalatable alternative to IMG: Being a business concern 
which must avoid losses to remain alive, being unwilling to “dump” 
our products and being unwilling to accept subsidies, were it not for 
the IMG program we simply would have to forego serving the 310,000 
non-American, or outside America, readers who presently buy their 
monthly copies of the Reader’s Digest in the IMG countries listed 
above. That would be the unpalatable alternative to IMG as far as 
we are concerned. 

9. Also Reader’s Digest condensed books: In addition, the IMG pro- 
gram, in addition to what it does for the magazine, the Reader’s 
Digest, permits us to sell quarterly in several countries some 45,000 
copies of Reader’s Digest. condensed books, in English, French, Ger- 
man, and Spanish. These condensed books bring t to readers in these 
countries the best books produced by American authors, in easy read- 
ing form. 

VALUE OF IMG PROGRAM 


10. IMG is a dynamic force. The reference above to the countries 
which are “presently affected” by the IMG program brings out the 
fact that the IMG program has been and is a dynamic, not a static, 
force. It is a force available in time ef need, but one which fades 
from the picture as the need fades. For example, in recent years 
the Reader’s Digest has availed itself of IMG facilities in Holl: und, 
Norway, Germany —countries which have advanced economically in 
the meantime and which now provide normal exchange facilities, and 
incidentally, countries in which readership of the Reader’s Digest 
is now very widespread. 

As another example of this point, consider the case of Poland, where, 
even as we testify, students are renewing the struggle for freedom. 
It may well develop that again in Poland the IMG program will be 
instrumental in bringing to that struggle the thrust of American 
ideals, as reflected in the pages of American publications. Indeed, 
were IMG facilities to become available in Poland, and we hope they 
will be, we would be much encouraged ourselves to commence publica- 
tion of an edition of the Reader’s Digest in the Polish language. 

11. Some compelling figures: Now may we resort again to figures. 
The total value of the local currencies which we require to be exchanged 
into dollars in order to maintain the monthly sales of those 310,000 
IMG copies comes to about $23,000 per month, plus about $5,100 per 
month to maintain sales of the condensed books. 

We know that the IMG copies of the Reader’s Digest are passed 
from hand to hand, each copy being read on the average by at least 
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six persons. Thus we can conclude that one result of the IMG pro- 
gram is that every month in sensitive areas of the free world some 2 
million readers devour the stimulating articles of the Reader’s Digest. 

As an example in point, may I refer to an article which in all likeli- 
hood the members of this subcommittee will remember, James Miche- 
ner’s moving account of the aftermath of the Hungarian revolution, 
Bridge at Andau, ‘arried in the March 1957 number of the American 
Reader’s Digest. Routine after-publication research, which we make 
after the appearance of each of our numbers, prov ed this article to 
have had the greatest impact on American readers of any article in 
that March number. The identical article was carried in all our 
international editions, including, of course, those going to IMG 
countries. 

In the international editions, the American experience was repeated : 
the article had a terrific impact, heavier than that of any other article. 
We find it an encouraging thought that through the IMG program 
2 million readers in vital areas abroad were also afforded the benefit 
of Mr. Michener’s words on Hungary for freedom. 

12. Our conviction: As is evident from the foregoing, we of the 
Reader’s Digest are convinced that were we forced to forego serving 
those buadreds of thousands, indeed, I can say millions, of eager 
readers in the IMG countries, the losers would be not only ourselves, 
not only the readers in the countries concerned, but also and perhaps 
principally the United States and the principles for which it stands 
over the world. 

13. Concluding thoughts: Concluding, we of the Reader’s Digest 
wish to record our high regard for the efficiency with which the IMG 
program has been administered, and to express our appreciation for 
the courtesy and cooperation shown us throughout our experience in 
this program by the governmental officials involved. 

We wish also to thank the subcommittee for its patience in hearing 
our statement, and to assure the subcommittee of our readiness to 
provide any further information which might aid in its consideration 
of this uniquely useful program. 

Thank you, sir. 

Senator Mansrievp. Mr. Thompson, we are delighted to have your 
statement and appreciate your coming down here and going into such 
detail, indicating your interest and support of the IMG program. 
Would you be averse to answering some questions in detail if we 
sent them to you? 

Mr. THompson. We would be very happy to make that contribution. 

Senator Mansrretp. You have answered some of the questions 
already, but we would like to send you a list and get your answers 
to them. ee 

Mr. THompson. We will be happy to do so, Mr. Chairman. 

Senator Mansrrevp. Thank you very much, Mr. Thompson. 

(The questions and answers referred to are as follows :) 

THE READER’sS DIGEST, 
Pleasantville, N. Y., October 16, 1957. 
Mr. GeorGE C. DENNEY, 
Consultant, Committee on Foreign Relations, 
United States Senate, Washington, D.C. 


DEAR MR. DENNEY: I am grateful for this opportunity to answer, below, the 
questions posed in your letter of 8 October. 
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1. “How big a factor in your business is the Government aid you get through 
the IMG?” 

In the 7 countries for which we have IMG contracts, we are presently selling 
about 310,000 copies of the Reader’s Digest each month and about 45,000 copies 
of Reader’s Digest condensed books each quarter. On a unit basis, these sales 
represent about 3% percent of all Reader’s Digest sales in countries outside the 
United States. 

However, in some specific instances, the proportion of our sales affected by 
IMG contracts is substantially greater than the general average cited above. 
For example, sales of our Austrian (German-language) edition in Israel rep- 
resents about 15 percent of that edition’s entire sale. 

2. “What change in your operations would you make if IMG were stopped?” 

If IMG were stopped we would be forced at once to curtail drastically and 
probably to suspend completely the distribution of our publications in 5 of the 
7 countries referred to in 1 above. The five countries are: Israel, the Philip- 
pines, free China (Formosa), Turkey, Pakistan. In Austria and Spain where 
our IMG coverage affects only a part of our business, we probably would con- 
tinue our activities—but under the grave handicap of being unable to recover 
even normal royalties. 

3. “Aside from the help you get from IMG, where would you rank it among 
our priority foreign programs? From the point of view of the taxpayer, is IMG 
worth its cost?” 

Entirely aside from the interests of the Reader’s Digest, I would unhesitat- 
ingly rate IMG as that program which returns the greatest dividends, in rela- 
tion to its cost, of all the priority foreign programs of the United States. I 
would aver without reservation that from the point of view of the American 
taxpayer, the IMG program is worth its cost many times over. This statement 
will apply as long as it’s to the interest of the United States to maintain friends 
and allies abroad. 

4. “What difference does it make to you whether IMG is financed by Treasury 
borrowings or by appropriations, either annual or on some longer basis? Which 
method is better Government practice, in your opinion?” 

It seems highly desirable to me that the IMG program have stability and con- 
tinuity and that it not be subject to sudden and great fluctuations in scope and 
characteristics. Any method of financing, such as appropriations on a long-term 
basis or such as the present revolving-fund method, which fulfills the basic con- 
dition of stability and continuity would seem to me to be suitable. 

5. “What evidence do you have of excessive profitmaking by exporters or 
importers of materials covered by IMG contracts either as a result of dual 
exchange rates or otherwise?” 

I have no evidence of excessive profitmaking by any individual or firm or 
agency involved in the IMG process. Indeed, so far as the operations of the 
Reader’s Digest are concerned (probably the same is true of others), I think 
excessive profitmaking is out of the question, since we sell our publications to 
distributors at normal wholesale prices, and since, with due regard for the 
IMG rate of exchange, we fix on the basis of these wholesale prices the local- 
eurrency prices at which the distributors sell our products to the public. As 
brought out in my testimony before the subcommittee, when special IMG rates 
of exchange exist (as has been the case with Israel) the benefits are passed on 
in their entirety to the consuming public, in the form of lower cover prices. 
These lower cover prices, of course, result in wider distribution of the magazines 
and books involved. 

6. “What can be done to obtain realistic exchange rates? To protect otherwise 
against exchange losses?” 

Ideally, it seems to me that exchange rates acceptable to our Government 
should be negotiated into the basic IMG agreements between our Government and 
the foreign governments concerned. 

However, it also seems that should a foreign government insist on an IMG 
rate of exchange other than the normal one in force between it and the United 
States Government, before rejection of same by the latter, a careful estimate 
should be made as to the value of our Government’s objectives of the distribution 
of American publications in the country concerned. This estimated value should 
be set against any exchange losses involved. 

May I illustrate this point by a reference to Israel? Even should the Israel 
Government continue to insist on an IMG rate different from the normal one 
(say on the rate of $1 to 1.4 instead of to 1.8 Israel pounds) the fact remains 
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that the distribution of American publications in Israel has served and is con- 
tinuing to serve the basic objectives of American policy in that key country. I 
believe the value of this contribution to the fundamentals of American policy 
is indeed substantial—in the last analysis is worth much more than the cost of 
exchange losses such as have been sustained to date. While as a taxpayer, I 
would insist on these losses being avoided if possible, if to avoid them proved 
impossible, I would rather see the United States continue to bear them than 
to see the Israel reading audience bereft of American influence, and perhaps 
delivered to the Communist-tainted media by default. (In this connection, it is 
to be reiterated that while the abnormal exchange rates do generate exchange 
losses, they also permit lower cover prices which result in wider dissemination 
through the countries concerned of the American points of view.) 

7. “In what countries and in what way does IMG help you compete with Com- 
munist-financed informational media?” 

Certainly the Communist press would take advantage of any development in 
the competitive situation of any country in the world which would permit it to 
increase its impact on the people of that country. Wherever an American pub- 
lisher is enabled to do business by virtue of IMG it can truly be said that IMG 
is helping that publisher to compete with Communist-financed informational 
media. In the case of the Reader’s Digest this can be said without qualification 
in the cases of the 5 countries listed in 2 above, and can be said with only 
slightly less emphasis in the cases of the other 2 countries listed. 

Here again, I would cite Israel as an example. In that little but strategically 
located country each month we sell about 25,000 copies of the Reader’s Digest: 
about 14,000 in the German language, the remainder in English and French. 
Whereas there was a time—before IMG—when, in the almost total absence of 
American publications, Communist-tainted media looked to be prospering in 
Israel, I am informed that at present the only noteworthy publication with Com- 
munist taint is a newspaper, with perhaps 3,000 circulation. 

My conclusion is that IMG does indeed help the Reader’s Digest and other 
American publishers to compete successfully with Communist-financed infor- 
mational media. 

Concluding, may I repeat the conviction that the IMG program contributes 
importantly to the interest of the United States, and that it does so normally 
at no cost, and in occasional instances at the extremely modest cost (considering 
the benefits obtained) represented by the above-mentioned exchange losses. 
May I repeat the hope that the Congress will see fit to insure the continuance 
of all aspects of what I called in my testimony before the subcommittee, this 
uniquely useful program. 

Sincerely, 
PAauL W. THOMPSON, 
General Manager, International Editions, The Reader’s Digest. 


Senator Mansrievp. Mr. David D. Ryus, general manager, Time- 
Life International. 
Proceed, Mr. Ryus. 


STATEMENT OF DAVID D. RYUS, GENERAL MANAGER, TIME-LIFE 
INTERNATIONAL 


Mr. Ryvus. Mr. Chairman, my name is David D. Ryus, general 
manager of Time-Life International, the international division of 
Time, Inc., publishers of the four international editions of Time 
magazine and the two international editions of Life. 

I appreciate this opportunity to appear before your subcommittee 
in support of the objectives of the informational media guaranty pro- 
gram. 

As publishers of magazines which circulate in more than 120 coun- 
tries of the free world, we heartily endorse the informational media 
guaranty program as laid down in the United States Information 
and Educational Act of 1948 because this program makes possible 
in many countries an American projection of the United States and 
things American: our thoughts, attitudes, ideas, philosophies. 
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BENEFITS OF IMG PROGRAM 


The IMG program makes possible the circulation, through normal 
business channels, of freely written and privately published journals 
which enjoy, for those reasons, a high degree of acceptance and 
credibility. 

Without IMG, privately sponsored informational media could not 
afford to circulate in appreciable quantities in many countries be- 
cause exchange restrictions make it extremely difficult or even im- 
possible for publishers to realize dollars for dollars expended. With- 
out IMG, many countries could be served only by State-sponsored 
publications. 

Thus, since many informational activities of our own Government 
are now being curtailed for budgetary reasons, the net effect of with- 
drawing the IMG program at this time would be to deprive many 
countries of virtually all authentic reports about America. Into this 
vacuum, I am sure, our enemies would be glad to move. 

I would like to emphasize at this point that as far as my own com- 
pany is concerned, the total circulation of our international magazines 
distributed under ‘the IMG program amounts to only 7 percent of the 
total circulation of these international editions—and about one-half 
of 1 percent of the total circulation of Time, Inc., publications. 

The countries in which this 7 percent of our international circula- 
tion is distributed are countries of virtually no interest or value to 
the advertisers in these editions. Commercially, therefore, this seg- 
ment of our international circulation is not of gre: it significance to us. 
Yet, the majority of these countries countries such as Y ugoslavia, 
Indonesia, or Pakistan, for example—are precisely those countries 
of the greatest ideological concern to United States foreign policy. 

Hence, any serious curtailment of the informational media guaranty 
program would severely restrict whatever contribution our own pub- 
lications may make to the United States information effort in these 
critical countries. 








IMG 





A TEMPORARY PROGRAM 


We do not suggest that the IMG program be made a permanent 
arrangement for the distribution of American publications in dol- 
lar-short countries. We believe it should be a temporary arrange- 
ment, as originally conceived. As dollar exchange becomes available 
to American publishers in specific countries, we believe the program 
should be discontinued in those countries. 

This, of course, has actually been happening. Austria, Holland, 
Germany, Norway—all former participants in the IMG program- 
have voluntarily withdrawn from the program and made dollar ex- 
change available for the importation of American publications. But 
had it not been for the IMG program, American publications would 
not have been able to develop the wide readership in these countries 
which they have today. 

Senator Mansrievp. Mr. Ryus, at that point you mention these 
countries which have withdrawn from the program because of their 
sounder financial position. 

Mr. Ryvs. Yes, sir. 

Senator Mansrretp. Do you believe that being under the IMG 
program during the period when their funds were not so convertible 
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helped you to get started, as far as circulation and influence were 
concerned ? 

Mr. Ryvs. To answer the question, I believe today, Senator Mans- 
field, our circulation in those countries is much greater than it would 
have been had there been no IMG program. We would have started 
4, 5, 6, 7 years later, in effect. 

Senator Mansriexp. I see. 

Mr. Ryvus. To continue: The merit of the IMG program as now 
carried on is well illustrated, I think, by a recent development. The 
British Central Office of Information in cooperation with the British 
Treasury, is now planning a program similar to IMG to enable 
British publications to be distributed in countries where sterling ex- 
change is not now available. 


REQUESTS FROM POLAND 


The present and continuing need for the IMG program is also well 
illustrated, I think, by recent requests we have received from Poland 
for copies of our magazines for sale in that country. We are now 
sending a token shipment of each issue of Life International to 
Poland, but we cannot begin to satisfy the demand for Life in Poland 
because we cannot obtain the necessary dollar exchange. 

Senator Mansrietp. How many do you mean by “token shipment,” 
in round numbers ¢ 

Mr. Ryvs. I believe we are sending in between 500 and 1,000 copies 
an issue, Senator. 

Senator MansrieLtp. And I suppose they circulate from hand to 
hand, and house to house ? 

Mr. Rywus. Yes, sir. 

Senator Mansrrecp. And probably would reach, before becoming 
too dog-eared, 50,000 people ¢ 

Mr. Ryvs. I do not know how dog-eared a magazine can get be- 
fore it is unreadable. I do not know, sir. 

Senator Mansrietp. Anyway, it 1s multiplied a number of times 
over ¢ 

Mr. Ryvus. It is. By our surveys, as the Reader’s Digest men- 
tioned a moment ago, we believe that each copy of Life International 
or Time is read by 7 or 8 people in other parts of the world. 

Now, in a situation such as this (Poland), a vacuum in one sense, 
I am sure that these copies move through maybe 15 or 20 hands be- 
fore they finally fall apart. 


KFFECTIVENESS OF TIME AND LIFE 


Senator MansrieLtp. Which do you think would create the most 
impression, the picture magazine or the written magazine, Life or 
Time? 

Mr. Ryvus. A lot of that depends on literacy and the degree to 
which English is understood. Our magazines, with one exception, 
are all in the English language, and in the case of Poland, where I 
would guess the knowledge of English is not as great as it would be 
in Holland, for example, a picture magazine would probably carry 
more impact, would go further than a magazine like Time, say, which 
is mainly text. 


98466—57 7 
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Senator Mansrrexp. Proceed. 

Mr. Ryvs. I explained we cannot begin to satisfy the demand for 
Life in Poland because we cannot obtain the necessary exchange. 
And this is true, I am sure, of other American publishers. 

Now, if the IMG program were to be extended to Poland, it would 
give thousands behind the Iron Curtain their first opportunity in 
many years to see and learn something authentic about the United 
States and the rest of the free world. 

In summary, we at Time-Life International believe that the IMG 
program has already served our national interests very well in many 
countries, that it continues to do so at the present time, and that it 
should be continued to take advantage of new opportunities to spread 
the truth about America where the truth sorely needs to be known. 

Senator Mansrievp. Thank you, Mr. Ryus. 

Would you be willing to answer some questions in detail if we sent 
them to you? 

Mr. Ryvs. Certainly, Senator. 

Senator Mansrretp. Thank you very much, sir. 

Mr. Ryvs. Thank you, Senator. 

(The questions and answers referred to are as follows:) 


TIME-LIFE INTERNATIONAL, 
New York, October 17, 1957. 


REPLIES TO ADDITIONAL QUESTIONS BY SENATE COMMITTEE ON FOREIGN RELATIONS 
CONCERNING THE INFORMATIONAL MEDIA GUARANTY PROGRAM 


1. “How big a factor in your business is the Government aid you get through 
the IMG?” 

During 1956, Time, Inc., tendered to the United States Government local 
eurrency receipts from sale of magazines in countries under the IMG program, 
for conversion into dollars, to the equivalent value of $311,300. For the calendar 
year 1956, Time, Inc., reported total gross income of $229,373,600. Thus conver- 
sion of receipts by Time, Inc., under the IMG program, expressed as a percentage 
of total gross income, represented fourteen one hundredths of 1 percent. 

2. “What change in your operations would you make if IMG were stopped 

On Time, Inc., magazines now circulating in IMG countries, all costs of publi- 
cation are incurred elsewhere than in those countries. Since those countries do 
not now permit foreign currency transfers in payment of magazines except 
through the medium of the IMG program, a cessation of the IMG program 
would necessarily mean cessation of circulation of our magazines in those 
countries, except to those very few individual subscribers with private access to 
foreign exchange. 

8. “Aside from the help you get from IMG, where would you rank it among our 
priority foreign programs? From the point of view of the taxpayer, is IMG 
worth its cost?” 

It has for some years been a stated national policy’? that the United States 
informational effort abroad should be carried on to the fullest possible extent 
through the use of private-enterprise media. The IMG program was established 
for the purpose of enabling these media to circulate in a number of critical 
countries which otherwise would have been closed to them because of lack of 
foreign exchange. The IMG program has achieved, and is continuing to achieve, 
this highly important purpose. It is therefore our opinion that the IMG program 
deserves to be ranked in the first-priority category among current foreign pro- 
grams—especially considering that in most countries IMG is self-supporting ; and 
that in those few countries where it is not, the out-of-pocket cost represents a 
relatively insignificant annual sum. 

4. “What difference does it make to you whether IMG is financed by Treasury 
borrowings or by appropriations, either annual or on some longer basis? Which 
method is better Government practice, in your opinion?” 


Oh 


1 United States Information and Educational Exchange Act of 1948, sec. 1005 (Utilization 
of Private Agencies). 
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Maintaining a magazine’s circulation overseas involves considerable advance 
commitments, due to the time lag of as long as 6 to 9 months from placing of a 
print order to final receipt of payment from the sale of the issue. It would 
therefore be difficult to maintain continuity of circulation if the IMG program 
were to be financed only on a year-to-year basis, with the inevitable uncertainty 
as to what could be counted on during the year next ensuing. A financing basis 
longer than annual would thus be almost essential. The original concept of the 
program—that of a revolving fund to be financed by Treasury borrowings and 
self-liquidating through sale of local currencies acquired under the program— 
seems eminently sound. We recognize, of course, that this principle must be 
modified in countries where an impairment of the original fund is suffered 
through inconvertibility of local currency receipts or a differential in applicable 
exchange rates—in which cases an appropriation will no doubt be necessary to 
cover losses thus incurred. 

5. “What evidence do you have of excessive profitmaking by exporters or 
importers of materials covered by IMG contracts either as a result of dual ex- 
change rates or otherwise?” 

Time, Inc., has always followed a policy of fixing not only the wholesale 
billing price of its publications to the overseas importer, but also the retail price 
(in terms of local currency) at which copies are to be sold to the subscriber or 
newsstand buyer. Local-currency retail newsstand prices for each country are 
printed on the front cover of both Time and Life, and local-curreney retail 
subscription prices for each country are listed in a front page. The purpose of 
this policy is to insure that the magazines will be sold to the reader at the lowest 
price consistent with normal trade markups, and that there will be no profiteering 
by either wholesale distributor or retail newsagent. Time, Inc., is thus in a 
position to state categorically that there has been, and can be no excessive 
profitmaking by overseas importers of Time and Life under the IMG program. As 
for the profits of Time, Inc., on copies circulated overseas, the fact is that the 
per-copy revenue from circulation of both Time and Life is actually less than 
the out-of-pocket per-copy costs for paper, printing, transportation, and subscrip- 
tion servicing. 

6. “What can be done to obtain realistic exchange rates? To protect otherwise 
against exchange losses ?” 

Time, Inc., has always taken the position that the IMG program ought to be 
self-supporting—that publications should be priced at a level sufficient to produce 
the amount of local-currency revenue required to offset completely the transfer 
of dollars under the program. At the same time we recognize that in some coun- 
tries there are other factors which the United States Information Agency as the 
administrator of the program must take into account in determining at what 
rate of exchange the program is to operate. 

One such factor comprises technical questions arising from prior agreements 
with the International Monetary Fund by this country and by the foreign country 
concerned, which prescribe the exchange rate that shall govern book and maga- 
zine imports. 

Another factor is the general retail price level of publications in the country 
concerned, and the desirability from the standpoint of United States national 
interest that United States publications not be “priced out of the market”—as 
might happen if the IMG program were to operate at an exchange rate perhaps 
more realistic but yet therefore higher than that affecting the selling price of 
publications produced locally or imported from countries other than the United 
States. 

7. “In what countries and in what way does IMG help you compete with Com- 
munist-financed informational mediums?” 

As previously stated, it is only through the medium of the IMG program that 
United States private-enterprise books, magazines, and news media can circu- 
late at all in those countries now included in the program. Communist mediums 
on the other hand are able to circulate freely because (as is well known) they are 
subsidized by the international Communist movement and need not be concerned 
as to whether or not foreign exchange is available through normal trade channels 
to cover their production costs. Perhaps the best known recent instance of 
Communist competition is Israel: Prior to establishment of the IMG program 
there, Communist publications were circulating abundantly in what amounted 
to a vacuum, since there was virtually no importation of United States publica- 
tions due to lack of foreign exchange. 
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Senator Mansrievp. Mr. John M. Cory, chief, circulation depart- 
ment, New York Public Library, for the American Library Associa- 
tion. 


STATEMENT OF JOHN MACKENZIE CORY, ON BEHALF OF THE 
AMERICAN LIBRARY ASSOCIATION 


Mr. Cory. Thank you, Mr. Chairman, for giving me the opportu- 
nity to read a brief statement in support of the informational media 
guaranty program. 

My name is John Mackenzie Cory, and I am chief of the circulation 
department of the New York Public Library. I am speaking on behalf 
of the American Library Association, as the chairman of its interna- 
tional relations committee. 

The more than 20,000 members of the American Library Associa- 
tion, including librarians, library trustees, and friends of libraries, 
have long favored ever y feasible action to promote the development of 
libraries and the use of books in foreign countries as well as in the 
United States. 

Our basic interest is in the users of libraries and the educational 
benefits to be obtained from improved access to books, and I might say 
other library materials such as periodicals and educational films, and 
libraries by the citizens of every country. 


WORK OF THE AMERICAN LIBRARY ASSOCIATION 


The association has a fine record of cooperation with the United 
States Information Agency and its predecessors. We have for many 
years provided professional advice through our members and publi- 
cations; we have supplied from our membership hundreds of skilled 
librarians for overseas posts; we have worked diligently with govern- 
mental and private agencies to increase the supply ‘of librar y materials 
and services to other countr ies, believing firmly in the importance of 
research libraries and popular educational libraries in the United 
States, and believing firmly that books and libraries in other coun- 
tries will benefit not only those countries but by contributing to in- 
creased stability and economic development in those countries will 
make them self-reliant and c¢ Petty partners in our common drives 
for peace and personal well-being through scientific progress and 
economic prosperity. 

More specifically, the experience of the association clearly indicates 
the value of such programs as the informational media guaranty pro- 
gram which serves to short circuit the arbitrary electric ‘fences of cur- 
rency restrictions and to make available serious books against whose 
easy passage there should be no barriers in a civilized world. 


EXPANSION OF IMG URGED 


We have looked with favor on past efforts to broaden and expand 
this program, to give it greater flexibility, and to assure its continua- 
tion. We speak now on behalf of its further growth and extension to 
still more countries. 

As chairman of the American Library Association’s international 
relations committee, and former executive secretary, I can testify 
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personally to the great hunger for books expressed by librarians and 
users of libraries all over the world. 

Correspondence and personal visits from librarians and other edu- 
cators and scholars from foreign countries give almost daily evidence 
of this need and of the frustrations which these earnest people face 
in getting serious materials representing the American point of 
view and presenting American know-how for the benefit of students, 
workers, researchers, and officials in many lands. 

It is pitiful to see a distinguished foreign librarian, traveling in 
this country, saving some of his food money or traveling by cheap 
and uncomfortable means merely to husband precious dollars for 
the purchase in this country of essential books which cannot be bought 
in his own country with his own currency. 

Expansion and development of the informational media guaranty 
program could eventually eliminate this all too common situation. 

Even more importantly, it can put books into the hands of an 
import: int scientist, merchant, or community leader who does not 
have the personal opportunity to visit this country and who is de- 
pendent on our books for a thorough and durable presentation of 
ideas which can help him understand us, help him to assist his own 
people, help him to improve his country’s productivity, ease sanita- 
tion and nutritional problems, or spark the development of new 
ideas and inventions to our mutual benefit. 

Having no personal benefit to gain from the informational guar- 
anty program, the members of the American Library Association 
may be called disinterested supporters of it. But we are in no way 
uninterested. On the contr ary, We vigorously urge its continuation, 
improvement, and expansion on behalf of all who read or want to 
read. 

We hope that they will read about the United States and will read 
and use the products of our great book-publishing program for 
their benefit and for ours. 

Thank you, Mr. Chairman. 

Senator MansrieLp. Thank you, Mr. Cory. 

Would you mind answering some questions if we sent them to you? 

Mr. Cory. Not at all. 

(The questions and answers referred to are as follows :) 

1. How big a factor in your business is the Government aid you get through 
the IMG? 

Answer. Not applicable. 

2. What change in your operations would you make if IMG were stopped? 

Answer. None. 

3. Aside from the help you get from IMG, where would you rank it among 
our priority foreign programs? From the point of view of the taxpayer, is IMG 
worth its cost? 

Answer. At the top along with exchange of persons programs. Yes. 

4. What difference does it make to you whether IMG is financed by Treasury 
borrowings or by appropriations, either annual or on some longer basis? Which 
method is better Government practice, in your opinion? 

Answer. Whatever will assure the continuity. 

5. What evidence do you have of excessive profitmaking by exporters or 
importers of materials covered by IMG contracts either as a result of dual 
exchange rates or otherwise? 

Answer. None. 

6. What can be done to obtain realistic exchange rates? To protect otherwise 
against exchange losses? 

Answer. No opinion. 
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7. In what countries and in what way does IMG help you compete with 
Communist-financed informational mediums? 

Answer. Not applicable to the American Library Association. 

Senator Mansrievp. The next and _the last witness is Mr. Dan 
Lacy, managing director, American Book Publishers Council, Inc. 

Mr. Lacy, will you proceed in your own fashion ¢ 

Mr. Lacy. Thank you, Mr, Chairman. 


STATEMENT OF DAN LACY, MANAGING DIRECTOR, AMERICAN 
BOOK PUBLISHERS COUNCIL, NEW YORK, N. Y. 


Mr. Lacy. The American Book Publishers Council is the general 
association of book publishers in the United States, besides the major 
book publishers that you are familiar with, such as Viking Press, 
Scribner’s, Harper’s, and Random House. 

It also includes the major scientific and technical book publishers, 
such as McGraw-Hill and D. Van Nostrand; almost all university 
peers publishing houses of many of the major denominations; the 
arger book clubs; and the major publishers of inexpensive paper- 
bound books. 

It has been estimated that members of the council publish not less 
than 90 percent of all books other than textbooks and encyclopedias. 

The council and its members have been deeply interested in the in- 
formational media guaranty program from its inception in 1948, 
because without this program the export of American books to a 
number of the most strategically important countries of the world 
would be impossible. 

By its very nature, IMG operates in countries that are in economic 
difficulty, many of which are in the arduous early stages of economic 
development. 


CRITICAL IMPORTANCE OF IMG COUNTRIES 


For this reason few of the IMG countries are major markets in the 
commercial sense, with an exception in the case of the Philippines, but 
for the same reason they are crucially important markets for Ameri- 
can books in terms of national policy. 

I would like to take a second, if I may, to add, to interpolate in my 
prepared statement a very brief background of what is happening to 
American book exports. 

Before the war, the total flow of books from the United States was 
negligible. It was about six or seven million dollars a year. It went 
ere to Canada and the Philippines, whose textbook needs we 

plied in part, and a limited number of scholarly books to Europe. 
ms far as American books were known elsewhere, they were known 
in British editions and in all of the Asian countries they were negli- 
gible. They were dependencies at the time and looked to their metro- 
politan countries for their sources of information and guidance. 

The whole enormous growth of the American overseas book trade in 
the postwar period, which has been most spectacular in Asia, is quite a 
modern deve opment. 


SHANGHAI BOOK BOOTLEGGING 


Senator Mansrie.p. Is it not true that before the war China was not 
a member of the International Copyright Convention, and that a lot 
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of books were bootlegged in Shanghai without any payments being 
made to American publishers ? 

Mr. Lacy. That is still true, sir. 

Senator Mansrievp. Still true? 

Mr. Lacy. Yes. 

Senator Mansrietp. They are publishing English editions in Shan- 
ghai? 

Mr. Lacy. Yes; they are largely English editions that are photo- 
offset from the American editions and published at a very limited 
price. 

Some American publishers more recently are sponsoring some 
editions of their own in Hong Kong or Tokyo in order to put out a 
very cheap, that is, cheaply manufac ‘tured, book. These books would 
not be acceptable in this country but are useful in Asia—editions at a 
price that will make piracy unprofitable. 


FOREIGN EXPENDITURES ON UNITED STATES BOOKS 


I think it is interesting to note that foreign countries now, we 
estimate, pay out well over a hundred million dollars a year of their 
own money to import American books and to translate and publish 
local editions of them. 

This is a sum larger than the total appropriations of our United 
States Information Agency, and of course many times as large as 
that Agency’s expenditures in the book field. 

Over half of this is put up in dollars, and it represents a clear 
demonstration of an earnest need to make use of American educational 
and informational material, particularly in the developing Asian 
countries. 

The IMG countries in which book exports are now active are Chile, 
Indonesia, Israel, Pakistan, the Philippines, Formosa (Taiwan )—that 
is, Nationalist China—Spain, Turkey, Vietnam, Yugoslavia. Total 
book exports to these countries made possible by IMG now run 
between $4 million and $4.5 million a year. 

Two facts should be noted. The first is that IMG regulations 
permit the conversion of currency under an IMG contract only if there 
is no other way of obtaining dollars, and this is backed up by an 
affidavit from the publisher that there is no other w: ay of obtaining 
dollars. 

These figures hence represent a flow of American books to the 
countries listed that would have been impossible without IMG or some 
equivalent arrangement. The second, as I pointed out, is that the 
export of American books to these countries—other than the Philip- 
pines—was negligible until very recent years. 

The hundreds of thousands of American books now going annually 
to those countries, at their expense, is a measure of their turning to 
this country as a source of ideas and scientific and technical infor- 
mation that can help them to surmount the major problems they 
confront. 

It is a measure likewise of the great opportunity we have in working 
with them. 





CATEGORIES OF BOOKS EXPORTED 


The books exported under IMG fall principally into four classes, 
both in general and under the IMG program: 
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. Scientific, engineering, and medical books, and manuals. 
_ Textbooks at the college level; and in the Philippines and to 
some extent Pakistan at lower school levels. 
3. Scholarly and university press books for research collections. 
4. Inexpensive paperbound books, carefully screened by IMG offi- 
cials, to make the best in American literature and thought, including 
current writing, available for a popular audience. 
Exports fall into this pattern because these are the kinds of books 
that fill the specific and pressing needs of the countries concerned 
and that they are hence anxious to buy. 


PURPOSES OF IMG PROGRAM 


It should be noted always that though the informational media 
guaranty program is now administered within the United States In- 
formation Agency, and though, we believe, the flow of books under 
IMG makes a large and effective contribution to the information and 
political objectives of that Agency, IMG has even broader objectives. 

Besides helping create a fuller understanding of American ideas 
and objectives, a more informed attitude toward the United States, 
and a more accurate comprehension of communism, the export through 
IMG of publications of the sorts described serves the following addi- 
tional purposes : 

1. The program was originally authorized by Congress as a part 
of the economic aspects of the mutual security program. A very high 
proportion of books shipped under IMG are scientific, technical, medi- 
cal, and agricultural textbooks and manuals, imported for immediate 
use in the expanding economies of those countries. This flow of tech- 
nical information continues to serve a basically important purpose 
in economic development. 

2. It helps to provide the basic resources, in terms of textbooks and 
library holdings, needed to meet the tremendous educational needs of 
the participating countries. Especially in the Asian countries now 
participating in this program, an attempt is now being made for the 
first time to educate whole masses of their population, w hich the metro- 
politan countries that controlled them never did. 

In the third place, it helps to create bonds of cultural understanding 
between the IMG countries, most of whom have been cut off for eco- 
nomic or other reasons from free cultural interchanges, and the United 
States and other friendly western countries, and it is important be- 
cause most of these IMG countries have been cut off largely for eco- 
nomic reasons from a real bread active interchange with the West. 

In the fourth place, the scientific and technical materials exported 
play a significant role in developing the military power of those coun- 
tries with whom we have mutual defense agreements. 

5. The export of American technical publications, including tech- 
nical periodicals, is an important basis for trade expansion. The 
British have recognized this in the excerpt Mr. Beers read earlier in 
his testimony. It is obvious that people who have studied electric 
generators from an American textbook and kept up with developments 
through American technical journals, including their advertising, 
which is by no means to be overlooked, are likely to buy American 
generators when the need arises, and the like is true for other products. 
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Since IMG serves the general ends of American foreign policy, 
supporting programs not only of USLA but also of the State Depart- 
ment, the Defense Department, and ICA, such appropriations as may 
be necessary to replenish from time to time its revolving fund should, 
we believe, be considered separately and in the light of these broader 
objectives, rather than as a charge solely against the USIA. 


COST OF ALTERNATIVES 


To provide the book resources in support of United States objec- 
tives in these countries, if not done by commercial export facilitated 
by IMG, would require the expenditure of $4 million to $5 million a 
year for presentation of materials by gift. 

But even if we were to embark on so expensive a program, the re- 
sults would not be the same. The flow of American books through 
commercial channels has a special value. None of it is wasted on un- 
receptive audiences or closed minds. Here are American knowledge 
and ideas that have been not only welcomed but sought out and paid 
for by foreign users. 

One can be confident that information transmitted in this way has 
an immediate impact on the thinking, scholarship, and technology of 
the recipient country. 


DOLLAR SHORTAGE—THE BASIC REASON 


Normally this flow of American books through commercial channels 
requires no governmental intervention. It needs assistance only in 
respect to those countries that, however, willing they may be to expend 
their own currencies for information and ideas from this ¢ ountry, have 
not the dollars required for payment. 

The governmental assistance involved here through IMG, as has 
been pointed out in other testimony, consists only in converting into 
dollars foreign currencies received from the export of American in- 
formational media, thus permitting their sale for local currencies. 
For this assistance, the publisher or other exporter pays a 1 percent fee. 

Normally IMG assistance costs this Government nothing, because 
the currencies acquired can be used and can be generally used to defray 
other costs in the countries concerned, and the guaranty fee is sufficient 
in amount to offset the personnel cost involved in the administrative 
process. 

The guaranty fee of 1 percent is not used for that purpose, in fact. 
It is fed back into the revolvi ing fund. But it is sufficient in amount to 
offset that. 

Losses may and do, however, occur as a result of differential ex- 
change rates established by participating countries. As the committee 
is aware, countries experiencing foreign exchange difficulties not in- 
frequently establish two or more exc hange rates intended to favor 
essential imports and discourage those less essential. 

Books are usually considered among the essential imports, and in 
Israel and Turkey receive preferential exchange rates. Government 
witnesses have explained the technical aspects of these transactions to 
some extent, but their net effect in IMG countries that have such rates 
is, on one hand, that the American Government buys foreign cur- 
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rencies from publishers and exporters at a higher price than it would 
have to pay on the open market and, on the other, that the local 
currency price of the American books is correspondingly reduced. 

As a result of this exchange rate differential, the reduction in price 
in Israel was at one time almost 50 percent. 

The point I wish to make is that it is the foreign consumer, not the 
American publisher, who receives the benefit of the exchange rate dif- 
ferential, except, of course, that the market is probably larger because 
of the lower price in foreign currencies. 

Since the reconversion by the Government is always at the same 
rate as the original conversion, the publisher or exporter always gets 
back a hundred dollars on each hundred-dollar invoice, regardless of 
the applicable exchange rate. 


IMG PROGRAM IN ISRAEL 


The only important question that has ever been raised, the only 
critical question that has ever been raised, about the IMG program, so 
far as I know, relates to the rather substantial losses suffered in Israel 
as a result of the differential exchange rate in that country. 

It should be pointed out that the program in Israel, as Mr. Beers 
has pointed out, has been sharply reduced in size and the exchange rate 
differential has been cut in half, so that any future losses will be 
relatively small. 

Whether any loss through exchange rates is justified by the much 
greater circulation and use of American publications achieved thereby 
is, of course, a matter for the Government to determine, not for the 
private participants in the guaranty program, but I think it may be 
useful to recall conditions that prevailed when the IMG program was 
set up in Israel in 1952. 

At that time, Russian efforts in the Near East were being expended 
on Israel, not the Arab countries. The Slansky trial and other events 
had not yet nakedly revealed Soviet anti-Semitism. The Communist 
Party internally in Israel was menacing. 

No foreign exchange was available for the importation into Israel 
of any western books, magazines, newspapers, or films. Bookshops 
and libraries were bare of American, British, and French publications. 

Russian publications were, however, entering freely under an ar- 
rangement quite similar to IMG. It was reliably reported that 
Israeli doctors, engineers, and military officers were being compelled 
to learn Russian since the only new technical books and journals 
available to them were in that language. 

Within weeks after the IMG program went into effect the situation 
as to informational mediums was completely reversed. American 
publications, magazines as well as books, drove the Russian completely 
from the market and became Israel’s principal window to the outside 
world. 

American books filled shops before whose doors waiting buyers stood 
in line. In the first year, nearly $3 million worth of American publi- 
cations were sold in a poor country of hardly 2 million people. The 
losses sustained in Israel by the IMG program have not been un- 
recompensed. 
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PROTECTION AGAINST UNWARRANTED EXCHANGE LOSSES 


It does seem desirable, however, that if the United States is to 
assume the liability for currency conversion, it ought to have a 
greater voice in determining the applicable exchange rates, which are 
now fixed solely by the other ; government. 

In this and other, rather ‘technical, w ays it may be made possible 
for the United States to protect itself against unwarranted exchange 
losses, and we recommend that the committee explore these possi- 
bilities. 

Finally, all of us recognize that it is desirable that the export of 
American informational mediums be placed on a completely normal 
trade footing as soon as may be. IMG is an indispensable means of 
meeting what we hope are temporary exchange difficulties rather than 
a permanent measure. 

Experience on this point is hopeful. IMG operations were at 
one time most essential in Austria, France, Western Germany, Italy, 
the Netherlands, and Norway, and in all of them exports of publica- 
tions and films have now returned to a normal basis. 

As the international economy as a whole improves, the need in the 
predominantly Asian countries where it now operates will in time 
doubtless also pass. 


RATIFICATION OF FLORENCE CONVENTION URGED 


Meanwhile, restoration of normality could well be expedited by 
American ratification of the International Agreement on the In- 
portation of Educational, Scientific, and Cultural Materials—the 
so-called Florence Convention. 

This agreement, in addition to calling for the removal of tariff 
barriers on informational and cultural materials, obligates member 
states to make foreign exchange available to libraries and educational 
institutions to cover their importations of such materials from other 
ratifying countries. 

Since Vitverien and educational institutions are the principal buyers 
of American books in the IMG countries, this treaty, in addition to 
promoting the flow of cultural materials generally, would make a 
significant contribution to the solution of the currency problems to 
which IMG is addressed. 

However, until such measures, or the march of economic progress, 
can take its place, the informational mediums guaranty program 
remains an absolutely indispensable basis for American communica- 
tion with many of the countries in which the national interests of 
this country are most deeply involved. 

Senator Mansrrevp. Mr. a I noticed on page 6 in one paragraph 
you gave, in effect, the reason for this hearing today. 

Mr. Lacy. I beg your pardon, sir. 


PROTECTION AGAINST EXCHANGE LOSSES 


Senator Mansrietp. On page 6, you gave in one paragraph the 
reason for this hearing today, and I will quote it again for the 
record, to emphasize it. 


1For exchange of letters with the Department of State on the status of the Florence 
Convention, see appendix IT, 
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Mr. Lacy. Yes, sir. 
Senator Mansrretp (reading) : 


It does seem desirable, however, that if the United States is to assume the 
liability for currency conversion, it ought to have a greater voice in deter- 
mining the applicable exchange rates, which are now fixed solely by the other 
government. In this and other, rather technical, ways it may be made possible 
for the United States to protect itself against unwarranted exchange losses, and 
we recommend that the committee explore these possibilities. 


That is the end of the paragraph. 

The committee does intend to explore these possibilities and to 
see if something cannot be done about the unfair exchange rates 
which do exist in various countries, and which do not mean a loss as 
far as the publishers of these publications are concerned, but which 
do mean in effect that the recipients of these publications of various 
kinds are receiving them at what could be called bargain rates. 

Mr. Lacy. That is very true, sir. 

Senator Mansrievp. An excellent statement, Mr. Lacy. We are 
delighted you were here, and I would hope you would be in position 
to answer some questions we would like to send to you in the mail. 

Mr. Lacy. Yes, indeed; thank you, sir. 

Senator Mansrrecp. Thank you, sir. 

(The questions and answers referred to are as follows:) 


AMERICAN BOOK PUBLISHERS COUNCIL, INC., 
New York, N. Y., October 18, 1957. 
Mr. GrorGE C. DENNEY, Jr., 
Committee on Foreign Relations, 
Senate Office Building, Washington, D. C. 


Dear Mr. DENNEY: Thank you for the opportunity to respond to your ques- 
tions of October 8, 1957, with respect to the informational media guaranty pro- 
gram. The answers are given below, numbered to correspond with your ques- 
tions.’ I have tried to make my answers cover the entire book industry: 

1. Under the IMG program approximately $4,000,000 to $4,500,000 American 
books are exported annually to China (Taiwan), Indonesia, Israel, Pakistan, 
Philippines, Spain, Turkey, Vietnam, and Yugoslavia. Though this figure repre- 
sents only about 0.75 percent of the total book business of the United States, it 
represents nearly 10 percent of book exports to all countries, and all of the book 
exports, as well as the sale of translation rights to the countries concerned. 

2. If IMG were discontinued, all sales of American books and translation 
rights to the listed countries would cease as well, except for those for which the 
foreign governments were willing to make available dollars from their very 
limited foreign-exchange resources. Experience has shown that this would in 
most, if not all these countries mean that the flow of American books would be 
reduced to a small trickle for official use. The damage to the business inter- 
ests of American publishers would be painful; but a much more important con- 
sequence would be the almost complete cutting off of this major channel of com- 
munication with countries of special strategic significance for the United States. 
IMG is put into effect only with those countries to which no other effective means 
of export for American publications has been found possible. 

3. Dollar-for-dollar IMG deserves an extraordinarily high priority as a means 
of achieving not only the informational, but also the cultural and economie de- 
velopment objectives of the Government. At an annual cost only about $400,000, 
it has facilitated the annual flow of up to $10 million worth of American informa- 
tional media. The countries in which it has operated are those whose critical 
foreign-exchange difficulties mirror serious economic instability with potential 
consequences of grave importance to the United States. There is no waste of 
unwanted “giveaways.” Every publication that goes abroad under IMG is one 
so much needed abroad that it is sought out and paid for from the meager 
resources of those countries. It is read and it is used. The books that go 
abroad fall almost entirely into the following groups: 


1 For questions, see appendix I. 
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1. Scientific and technical books critically needed for economic growth. 

2. Books for college and university libraries and teaching, which provide 
the sort of framework through which a coming generation of leaders will 
learn to see the outside world. 

3. In certain countries, especially Pakistan and the Philippines, new type 
of lower school textbooks to help meet an overwhelming educational prob- 
lem. 

4. Carefully screened paperbound books able to reach a popular audience. 

It should be noted that all of these books reach a “leadership” group of 
especially alert people, usually in positions of influence, from which their content 
fans out to a vastly wider audience, and that a high proportion of the books go 
into libraries where they remain in constant active use year after year. 

IMG seems to me worth to the taxpayer many times its cost. 

4. It is indispensable to the successful operation of IMG that funds be assured 
at least 2 years ahead. In countries in which currency difficulties would other- 
wise bar the import of American media an American publisher cannot afford 
to promote the export of books through sales visits, catalogs, exhibits, advertising 
and other effects unless he can be assured of the convertibility of his receipts over 
a long enough period to justify the very substantial expense of initial promotion. 
Frequently very extended cultivation of a particular market may be necessary 
before there is any substantial return. Ordinarily a year or more may elapse 
between the mailing of a catalog and the receipt of payments for works ordered 
from it. Annual uncertainty as to the character and extent of future guaranties 
would be crippling to the operation of the IMG program, which depends not on 
Government activity per se, but on facilitating nongovernmental activities which 
must be dependably developed over a period of years. 

The best government practice is ordinarily that which enables the objectives 
of a program to be most effectively accomplished. There can be little doubt 
that the revolving fund method is best for this purpose. It has the further 
advantages of permitting the use of business methods of accounting and control 
and of providing an incentive to prudent management through requiring IMG 
officials to look to the prompt and successful “revolving” of the fund for their 
principal source of revenue. It may, however, be desirable to provide for a 
more prompt and regular congressional review to eliminate the possibility that 
large deficits might accrue without prior congressional knowledge. This could 
be obtained by requiring the USIA to submit annually an appropriation estimate 
to restore any depletion of the fund during the preceding year and to report 
in detail at that time any anticipated depletion during the current and succeeding 
fiscal years. Some such procedure would appear to give effective congressional 
control at all stages. 

5. We have no direct evidence of excessive profitmaking under IMG. There 
have been public reports of a settlement required by IMG from an American 
export agency to adjust irregularities in IMG accounts, though no criminal 
acts were alleged. There have also been press reports of the arrest by Israeli 
authorities of an Israeli importer charged with various irregular acts, some 
under IMG. Both cases appear to have been promptly detected and vigorously 
dealt with. Existing IMG regulations would appear to make profiteering next to 
impossible. 

6. Normally differential exchange rates, when they exist, are set by the other 
government unilaterally since it normally handles the problem of conversion. 
The situation is quite different when, under an IMG agreement, the United 
States assumes this responsibility. It would hence appear to be desirable to 
have IMG agreements include a provision that the exchange rate for IMG im- 
ports, if differing from the general exchange rate, shall be mutually agreed on 
between the two governments. 

Where exchange rates are unrealistic it might conceivably be possible to re- 
coup losses by charging higher guaranty fees for that country, which in turn 
would be reflected in higher dollar prices for the exported items. It should be 
noted, however, that exchange losses are not necessarily undesirable, since they 
are reflected in lower foreign prices which may very often be very much to the 
interest of the United States. The problem is not to eliminate all exchange 
losses, but to control them so that they occur only where and to the degree that 
they achieve a counterbalancing service to United States interests through lower 
prices of American films and publications. Price is often the critical deter- 
minant of use in the IMG countries. 
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7. The most dramatic aid given by IMG in combating Communist propaganda 
has been in Israel. When IMG was initiated in that country, exchange dif- 
ficulties imposed a total blackout on all western publications—English and 
French as well as American. Russian publications entered freely under an 
IMG-like arrangement. Israeli engineers, physicians, and other professional! 
men were compelled to look to Russian journals as their only means of keeping 
abreast of developments in their fields. IMG opened the door to American pub- 
lications both by obviating the currency barrier and by permitting about a 40 
percent price reduction. Within months serious Soviet publications had been 
driven from bookstores and American publications achieved and have retained 
a complete dominance over the foreign-publications market in Israeli. 

Similar aid has been markedly effective in Indonesia and the Philippines. 

The transcript of my testimony has ulready been returned. Please let me 
know if we can provide any further information. 

Sincerely yours, 
: ‘ Dan Lacy. 

Senator MansrieLD. The meeting is adjourned. 


(Whereupon, at 1: 15 p. m., the subcommittee adjourned. ) 


APPENDIX I. QUESTIONS SUBMITTED TO NON-GOVERNMENT WITNESSES 


COMMITTEE ON FOREIGN RELATIONS, 
UNITED STATES SENATE, 
October 8, 1957. 
Mr. Eric JOHNSTON, 
President, Motion Picture Association of America, Inc., 
Washington, D. C. 


Mr. THoMaAs J. WILSON, 
Harvard Uniwersity Press, 
Cambridge, Mass. 


Mr. CHARLES GRIFFITH, 
Silwer-Burdett Co., 
Morristown, N. J. 
Mr. Paut W. THOMPSON, 
The Reader’s Digest, 
Pleasantville, N. Y. 


Mr. DaAvip D. Ryvs, 
General Manager, Time-Life International, 
New York, N. Y. 


Mr. JoHN M. Cory, 
Chief, Circulation Department, New York Public Library, 
New York, N. Y. 
Mr. Dan Lacy, 
Managing director, American Book Publishers Council, Inc., 
Washington, D. C. 


Dear Sie: At the hearing yesterday on the informational media guaranty pro- 
gram held by the Subcommittee on State Department Organization and Public 
Affairs of the Committee on Foreign Relations, you agreed with Senator Mans- 
field to supply answers to additional questions. The questions follow: 

1. How big a factor in your business is the Government aid you get through 
the IMG? 

2. What change in your operations would you make if IMG were stopped? 

8. Aside from the help you get from IMG, where would you rank it among 
our priority foreign programs? From the point of view of the taxpayer, is 
IMG worth its cost? 

4. What difference does it make to you whether IMG is financed by Treasury 
borrowings or by appropriations, either annual or on some longer basis? Which 
method is better Government practice, in your opinion? 

5. What evidence do you have of excessive profitmaking by exporters or im- 
porters of materials covered by IMG contracts either as a result of dual exchange 
rates or otherwise? 

6. What can be done to obtain realistic exchange rates? To protect otherwise 
against exchange losses? 

7. In what countries and in what way does IMG help you compete with Com- 
munist-financed informational media? 
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The subcommittee appreciates that in some cases you may have answered 
one or more of these questions in whole or in part during the course of your 
testimony, but for purposes of comparison it would be helpful if you would answer 
such questions again. 

The subcommittee would be grateful if it could receive your replies by October 
21,1957. By the same date we would also like to receive the corrected transcript 
of your testimony, which is enclosed. 

Sincerely yours, 
GrorGE C. DENNEY, Jr., Consultant. 


APPENDIX II. EXCHANGE oF LETTERS WITH THE DEPARTMENT OF STATE ON THE 
STATUS OF THE FLORENCE CONVENTION 


COMMITTEE ON FOREIGN RELATIONS, UNITED STATES SENATE, 
October 9, 1957. 
Mr. JoHN S. HoGHLANp II, 
Acting Assistant Secretary of State for Congressional Relations, 
Department of State, Washington, D.C. 


Deak Mr. HOoGHLAND: During the course of a hearing on the informational 
media guaranty program held on October 7 by the Subcommittee on State 
Department Organization and Public Affairs of the Committee on Foreign Rela- 
tions, Mr. Dan Lacy, managing director of the American Book Publishers Coun- 
cil, made the following statement : 

“Finally, all of us recognize that it is desirable that the export of American 
informational media be placed on a completely normal trade footing as soon 
as may be. IMG is an indispensable means of meeting temporary exchange 
difficulties rather than a permanent measure. Experience on this point is 
hopeful. IMG operations were at one time most essential in Austria, France, 
Western Germany, Italy, the Netherlands, and Norway, and in all of them 
exports of publications and films have now returned to a normal basis. As 
the international economy as a whole improves, the need in the predominantly 
Asian countries where it now operates will in time doubtless also pass. 

“Meanwhile, restoration of normality could well be expedited by American 
ratification of the international agreement on the importation of educational, 
scientific, and cultural materials—the so-called Florence Convention. This 
agreement, in addition to calling for the removal of tariff barriers on infor- 
mational and cultural materials, obligates member states to make foreign 
exchange available to libraries and educational institutions to cover their im- 
portations of such materials from other ratifying countries. Since libraries 
and educational institutions are the principal buyers of American books in the 
IMG countries, this treaty, in addition to promoting the flow of cultural 
materials generally, would make a significant contribution to the solution of 
the currency problems to which IMG is addressed.” 

The subcommittee would appreciate having the comments of the Department 
of State on Mr. Lacy’s remarks, together with an explanation of the lack 
of movement of the Department toward the ratification of the international 
agreement on the importation of educational, scientific, and cultural materials. 

The subcommittee expects to receive, by October 21, replies to a number of 
questions sent to private organizations and would then proceed to prepare its 
report. The subcommittee therefore hopes to receive the Department’s comments 
by October 21. 

Sincerely yours, 
GEORGE C. DENNEY, Jr. 


DEPARTMENT OF STATE, 
Washington, October 30, 1957. 
Mr. GrEorGE C. DENNEY, Jr., 
Committee on Foreign Relations, 
United States Senate. 


discussions which I am advised you have had with Department officials, regard- 
ing the agreement on the importation of educational, scientific, and cultural 
materials, commonly referred to as the Florence agreement. Your letter in- 
vited the Department’s comments on some remarks made by Mr. Dan Lacy, man- 
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aging director of the American Book Publishers Council, with respect to the 
Florence agreement and requested information on the Department’s position with 
respect to adherence to this agreement. 

The Department of State has consistently adhered to the policy of encouraging 
the international exchange of cultural, educational, and scientific materials as 
a means of increasing understanding between nations, of assisting underdevel- 
oped countries, and of establishing a more enduring basis for international 
peace, It is within the context of this policy that the Department participated 
in the preparatory work of formulating the principles of the Florence agreement 
and in the Conference which adopted the final text, and in pursuance of that 
policy has kept the Florence agreement under continuous consideration. 

However, the Department’s views on adherence to the Florence agreement 
have had to be formulated in relation to action taken on the Universal Copy- 
right Convention, also sponsored by UNESCO, since both treaties directly affect 
the importation of published materials. The Florence agreement, on the one 
hand, would require the elimination of certain customs duties by the United 
States before adherence could be effected. The Universal Copyright Convention, 
on the other hand, required a modification of the local manufacturing require- 
ment of the United States copyright law, to permit the importation into the 
United States of copyrighted English language works manufactured abroad. 
While the protocol annexed to the Florence agreement provides that the United 
States may suspend any obligation under the agreement if serious injury is 
caused or threatened to domestic industry as a result of such obligations, this 
escape clause would not have application should damage occur from other causes, 
including modification of the manufacturing clause. In light of these circum- 
stances, as stated by the State Department in hearings of the Congress on bills 
to modify the manufacturing clause, the Department, while it did not feel that 
domestic industry would in fact be injured, did not consider that it would be 
desirable and fair to the domestic industries involved simultaneously to recom- 
mend the modification of the manufacturing clause and to ask for removal of 
any possibility of tariff protection for the book-manufacturing industry. 

In assessing the relative benefits of the two agreements, it was evident that the 
Universal Copyright Convention, in offering the United States its first oppor- 
tunity to participate in a worldwide multilateral convention providing quick and 
economical protection to the works of authors and composers, was of broader 
significance and was more urgently needed. The benefits of the Florence agree- 
ment were somewhat minimal, since United States customs rates on these mate- 
rials are already relatively low, and since other countries parties to the Flor- 
ence agreement already extend its benefits to the United States on the basis of 
most-favored-nations commitments. It was therefore decided to seek the ratifi- 
cation of the Copyright Convention and to defer further consideration of the 
Florence agreement until the effects of participation in the Copyright Conven- 
tion were known. 

The modification of the manufacturing clause, providing an exemption for 
works of nationals of countries party to the Universal Copyright Convention, has 
been in effect since September 16, 1955, but there has been an unanticipated delay 
in the ratification of the Copyright Convention by English-speaking countries, 
whose works would be primarily affected. The effect of the change in the manu- 
facturing clause will not be known until at least one year has elapsed after rati- 
fication of the Universal Copyright Convention by the United Kingdom, which is 
the principal country involved. The United Kingdom has now ratified the Uni- 
versal Copyright Convention, and its ratification became effective September 27, 
1957. Other English-speaking Commonwealth countries may follow the lead of 
the United Kingdom and ratify the Copyright Convention in the near future. 

While the United States did not sign the Florence agreement nor submit it 
to the Senate for its consideration, this did not represent opposition of the 
Department to its principles. The Department is continuing to maintain under 
consideration all measures designed to promote international understanding and 
the unimpeded flow of both goods and ideas, and has been represented by an 
observer at a UNESCO-sponsored meeting in Geneva, being held October 21 to 30, 
1957, to discuss the application of the Florence agreement. At such time as the 
effects of the change in the manufacturing clause are known, the Florence agree- 
ment can again be considered in the light of the needs and interests of all United 
States groups which may be affected. 

Sincerely yours, 
WILLIAM B. MAcomsBeRr, Jr., 
Assistant Secretary. 
x 








